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TUESDAY, FEBRUARY 19, 1952 


CoMMITTEE ON FINANCE, 
Unirep Srares SENATE, 
Washington, dD. C. 

The committee met, pursuant to notice, at 10 a. m., in room 312, 
Senate Office Building, Senator Walter F. George (chairman) pre- 
siding. 

Present: Senators George (chairman), Johnson of Colorado, Kerr, 
Frear, Taft, Butler of Nebraska, and Martin. 

Also present: Elizabeth B. Springer, chief clerk. 

The CuarrmMan. The committee will come to order. 

This hearing is on S. 2504, a bill to provide supplementary unem- 
ployment compensation benefits in certain cases to workers unem- 
ploved during the national emergency, and for other purposes. 

Mr. Reporter, please enter into the record at this point a copy of 
the bill and a brief analysis of the principle provisions of the measure. 

(The bill referred to, S. 2504, and the analysis, follow:) 


[S. 2504, 82d Cong., 2d sess 


A BILL To provided supplementary unemployment compensation benefits in certain cases to workers 
unemployed during the national emergency, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Defense Unem- 
ployment Compensation Act of 1952’’. 


FINDINGS AND DECLARATION OF POLICY 


Sec. 2. (a) The Congress hereby finds that mobilization of the Nation’s 
productive resources for the defense of the United States, and dislocations in the 
economy during the national emergeney, have caused, directly and indirectly, 
large numbers of persons in certain areas to become unemployed. The Congress 
further finds that a large amount of such unemployment is among workers whose 
skills are and will be essential to the defense efforts of the Nation and its security; 
that the present benefits provided under State unemployment compensation laws 
are both inadequate and unfair to workers suffering such unemployment; and that 
alleviation thereof is essential to defense mobilization and must be considered to 
be part of the cost of the defense program. 

(b) It is hereby declared to be the policy of this Act, through the exercise by 
the Congress of its power to promote the general welfare, during the national 
emergency, to provide unemployed workers in those States where such unem- 
ployment has become substantial, with supplementary payments in addition 
to the benefit payments, to which unemployed workers are entitled under the 
unemployment compensation laws of such States, in such amounts as to prevent 
the imposition upon such workers of an inequitable share of the burden of the 
defense program. 

DEFINITIONS 

Sec. 3. When used in this Act— 

(a) The term “weekly wages” means, with respect to an individual (1) “‘average 
weekly wage’’ as defined in the unemployment compensation law of any State if 
the period used under such law for determining compensation for a week of total 
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unemployment includes specified weeks of employment; or (2) one-thirteenth 
of the high-quarter wages, if the period used in the unemployment compensation 
law of any State for determining compensation for a week of total employment 
is the quarter of highest wages in the base period: Provided, That if it is impracti- 
cable for any State to apply either definition (1) or (2), the Secretary may approve 
such other definition for such State as he shall find to be fair and reasonably 
consistent with the purposes of definitions (1) and (2) and with the procedures for 
determining benefit amounts in such State. 

(b) For purposes of this Act, the term ‘“‘national emergency”? means the period 
beginning ten days after the enactment of this Act and ending with the last day 
of the calendar quarter in which the President proclaims the emergency declared 
by Proclamation Numbered 2914, December 16, 1950 (3 CFR, 1950 Supp. p. 71), 
to have terminated or in which the Defense Production Act of 1950, as amended, 
is terminated, whichever date is later. 

(c) The term “State’’ includes the District of Columbia, Alaska and Hawaii. 

(d) The term ‘‘Governor’”’ means the chief executive of any State including 
the Commissioners of the District of Columbia. 

(e) The term “Secretary” means the Secretary of Labor. 


AGREEMENTS WITH THE STATES 


Sec. 4. (a) Whenever the Governor of any State certifies, and the Secretary 
finds, that within his State, or within one or more labor market areas of his State, 
there exists substantial unemployment among workers covered by the unem- 
ployment compensation law of the State with po prospect of immediate reemploy- 
ment in the labor market area, the Secretary shall on behalf of the United States 
enter into an agreement with such State, or with the agency administering the 
unemployment compensation law of such State, under which the State agency 
(1) will make as agent of the United States, supplementary payments of compensa- 
tion to all unemployed individuals in the State on the basis provided in subsection 
(b) of this section during the national emergency and (2) will otherwise cooperate 
with the Secretary and with other State agencies in making payments of com- 
pensation under this Act. 

(b) Any such agreement shall provide that 

(1) the term of such agreement shall be for twelve months from the date 

of the Governor’s certification unless (a) the Governor of the State with- 
draws his certification as provided in section 6 of this Act, in which event 
the agreement shall terminate. At the end of such period, the Governor of 
such State may recertify that there still exists within his State or within one 
or more labor market areas of his State, substantial unemployment among 
workers covered by the unemployment compensation law of the State, with 
no prospect of immediate reemployment in the labor market areas. If the 
Secretary also finds, the agreement may be extended for additional periods 
of twelve months; 

(2) Federal supplementary payments of compensation under this Act 
shall be payable to an individual in a State with respect to his unemploy- 
ment occurring after the date of the certification by the Governor of such 
State; 

(3) the amount of the Federal supplementary payment of unemployment 
compensation to an individual for a week of total unemployment shall be 
an amount equal to 50 per centum of the amount payable to such an individual 
under the provisions of the unemployment compensation law of such State 
(exclusive of any payments made with respect to his dependents) for such 
week so long as the aggregate amount paid to the individual under the 
provisions of this Act and under the unemployment compensation law of 
the State does not exceed 65 per centum of the individual’s weekly wages; 
where the State unemployment compensation law provides additional benefits 
for individuals with dependents, the amount of the Federal supplementary 
payments to individuals with dependents shall be increased by an amount 
equal to that allowed by the State law for such dependents. In no case, 
however, shall the aggregate amount paid to an individual under the pro- 
visions of this Act and under the unemployment compensation law of the 
State exceed 67% per centum of weekly wages in the case of an individual 
with one dependent, 70 per centum of weekly wages in the case of an indi- 
vidual with two dependents, 7234 per centum of weekly wages in the case 
of an individual with three dependents, and 75 per eentum of weekly wages 
in the case of an individual with four or more dependents; 
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(4) the amount of the Federal supplementary payment of unemployment 
compensation to an individual for a week of partial unemployment shall be 
the amount necessary to provide such individual with a weekly benefit 
equal to the aggregate he would have received under paragraph (3) of this 
subsection for a week of total unemployment, less his earnings for such week 
in excess of the partial earnings allowance, if any, permitted by the unemploy- 
ment compensation law of the State; 

(5) any Federal supplementary payment under this Act shall be rounded 
to the nearest dollar; and 

(6) any determination by a State agency with respect to Federal supple- 
mentary payments under this section shall be subject to review in the same 
manner and to the same extent as determinations under the State unemploy- 
ment compensation laws, and only in such manner and to such extent. 

(c) Any agreement under this Act shall provide that compensation otherwise 
payable to any individual under the State’s unemployment compensation law 
will not bé denied or reduced for any week by reason of any payment made 
pursuant to such agreement. No agreement under this Act for payment of com- 
pensation by a State agency shall be valid if compensation payable to any 
individual under the law of such State is less than it would have been under such 
law as it existed on January 1, 1952. 


WITHDRAWAL OF CERTIFICATION 


Sec. 5. Whenever a Governor who has made a certification under this Act 
determines that there no longer exists within his State or within one or more labor 
market areas of his State substantial unemployment among workers covered by 
the unemployment compensation law of such State, he shall withdraw his certi- 
fication to the Secretary, after which no payments under this Act shall be made to 
individuals in that State with respect to weeks of unemployment occurring after 
the date on which the Governor withdraws his certification. 


PAYMENTS TO STATES 


Sec. 6. (a) Each State shall be entitled to be paid by the United States an 
amount equal to the additional cost to the State of payments of compensation 
made under and in accordance with an agreement under this Act which would not 
have been incurred by the State but for the agreement. 

(b) In making payments pursuant to subsection (a) of this section, there shall 
be paid to the State, either in advance or by way of reimbursement, as may be 
determined by the Secretary, such sum as the Secretary estimates the State will 
be entitled to receive under this Act for each calendar month, reduced or in- 
creased, as the case may be, by any sum by which the Secretary finds that his 
estimates for any prior calendar month were greater or less than the amounts 
which should have been paid to the State. Such estimates may be made upon the 
basis of such statistical sampling, or other method, as may be agreed upon by the 
Secretary and the State agency. 

(c) The Secretary shall from time to time certify to the Secretary of the Treas- 


-ury for payments to each State sums payable to such State under this section. 


The Secretary of the Treasury, prior to audit or settlement by the General Ac- 
counting Office, shall make payment to the State in accordance with such certifi- 
sation, from the funds for carrying out the purposes of this Act. 

(d) All money paid a State under this Act shall be used solely for the purposes 
for which it is paid; and any money so paid which is not used for such purposes shall 
be returned, at the time specified in the agreement under this Act, to the Treasury 
and credited to current applicable appropriations, funds, or accounts from which 
payments to States under this Act may be made. 

(e) An agreement under this Act may require any officer or employee of the 
State certifying payments or disbursing funds pursuant to the agreement, or 
otherwise participating in its performance to give a surety bond to the United 
States in such amount as the Secretary may deem necessary, 2nd may provide for 
the payment of the cost of such bond from funds for carrying out the purposes of 
this Act. 

(f) No person designated by the Secretary, or designated pursuant to an agree- 
ment under this Act, as a certifying officer shall in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to the payment of 
any compensation certified by him under this Act. 

(g) No disbursing officer shall, in the absence of gross negligence or intent to 
defraud the United States, be liable with respect to any payment by him under 
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this Act if it was based upon a voucher signed by a certifying officer designated 
as provided in subsection (f) of this section. ' . 

(h) For.the purpose of payments made to a State under title III of the Social 
Security Act, as amended, administration by the State agency of such State pur- 
suant to an agreement under this Act shall be deemed to be a part of the admin- 
istration of the State unemployment compensation law. 


INFORMATION 


Sec. 7. The agency administering the unemployment compensation law of any 
State shall furnish to the Secretary such information as the Secretary may find 
necessary or appropriate in carrying out the provisions of this Act, and such infor- 
mation shall be deemed reports required by the Secretary for the purposes of par- 
agraph (6) of subsection (a) of section 303 of the Social Security Act, as amended. 


PENALTIES 8 


Sec. 8. Whoever makes a false statement or representation of a material 
fact knowing it to be false, or knowingly fails to disclose a material fact, to obtain 
or increase for himself or for any other individual any payment authorized to be 
paid under this Act or under an agreement thereunder shall be fined not more 
than $1,000, or imprisoned for not more than one year, or both. 


REGULATIONS 
Sec. 9. The Secretary is hereby authorized to make such rules and regulations 
as may be necessary to carry out the provisions of this Act. The Secretary shall 
insofar as practicable consult with representatives of the State unemployment 
compensation agencies before prescribing any rules or regulations which may 
affect the performance by such agencies of functions pursuant to agreement under 
this Act, 


APPROPRIATIONS 


Sec. 10. There are hereby authorized to be appropriated, out of any moneys 
not otherwise appropriated, such sums as are necessary to carry out the provisions 
of this Act, the amount of any such payment to be entered in the budget of the 
Department of Defense as an item in the cost of defense mobilization. 





PRINCIPAL PROVISIONS OF 8. 2504 


The title and the section on “Findings and declaration of policy’’ justify the 
Federal supplementation of State unemployment compensation benefits on the 
ground that the mobilization of the Nation’s productive resources for the defense 
of the United States and the dislocations in the economy during the national emerg- 
ency have caused, directly and indirectly, large numbers of persons in certain 
areas to become unemployed. The bill provides for Federal supplementary bene- 
fits to individuals entitled to benefits under a State unemployment compensation 
law whenever the Governor of the State has certified, and the Secretary of Labor 
has found, that within the State or a labor-market area in the State, there is a sub- 
stantial unemployment among covered workers with no prospect of immediate re- 
employment in the labor-market area. Upon such certification and finding, the 
Secretary is directed to enter into an agreement with the State under which the 
State unemployment compensation agency will, during the national emergency, 
make the supplementary benefit payments, as agent for the United States, and will 
be reimbursed by the United States for any additional costs of such payments. 

The Federal supplementary benefits are payable to workers in the State with 
respect to weeks of unemployment occurring after the date of the Governor’s cer- 
tification and for 12 months thereafter, unless the certification is sooner withdrawn 
or at the end of such period the Governor recertifies. The worker’s rights to bene- 
fits are determined under the State unemployment compensation law, and only if 
he is entitled to benefits thereunder does he get the Federal supplementation. 
However, no agreement may be entered into unless unemployment compensation 
otherwise payable to a worker under the State law will not be denied or reduced 
for any week by reason of a Federal supplementary payment. Nor is an agree- 
ment valid if State benefits are less than they would have been under the State law 
as it existed on January 1, 1952. 
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The amount of the Federal supplementation is 50 percent of the worker’s State 
benefit, but his aggregate benefit (Federal and State) may not exceed 65 percent 
of his weekly wages. However, where a State law provides dependents’ allow- 
ances, the Federal supplementation to individuals with dependents is increased 
by an amount equal to the dependents’ allowances provided by the State law, but 
the worker’s aggregate benefit (Federal and State) may not exceed 67% percent of 
weekly wages in the case of an individual with one depe ndent, 70 perce nt of we ekly 
wages in the case of an individual with two dependents, 6 percent of wee ‘kly 
wages in the case of an indivual with three dependents, wind 7 75 percent of weekly 
wages in the case of an individual with four or more dependents. 

Appropriations to carry out the purposes of this bill are authorized, the amount 
of any such payment to be entered in the budget of the Department of Defense as 
an item in the cost of defense mobilization. 


The CHAIRMAN. We will also insert in the record some other docu- 
ments here. First is a résumé of the recommendations on unemploy- 
ment insurance of the Advisory Council on Social Security to the 
Senate Committee on Finance in 1949. The advisory council was set 
up by this committee, of course, and it made an exhaustive study of 
the whole subject. 

(The document referred to follows: ) 


Résumé OF RECOMMENDATIONS ON UNEMPLOYMENT INSURANCE OF THE AD- 
VISORY COUNCIL ON SOCIAL SECURITY TO THE SENATE COMMITTEE ON FINANCE, 
1948-49. 


The majority of the council agreed that 10 vears of experience with the State- 
Federal system of unemployment insurance had demonstrated that the State is 
the proper unit to determine benefit provisions which meet varying conditions in 
different parts of the country. Five members dissented in favor of a single 
national svstem. The recommendations of the council were prefaced by a dis- 
cussion of five major deficiencies of the existing system. 


FIVE MAJOR DEFICIENCIES 


1. Inadequate coverage (7 out of 10 employees covered). 

2. Benefit financing which allows States to compete for low contribution rates 
thus acting as a barrier to liberalization of benefits. 

3. A contribution rate which fluctuates inversely with the volume of employ- 
ment, declining with full employment when the fund should increase, and increas- 
ing with unemplovment when funds are scarce. 

4. Administrative methods requiring improvement, especially with regard to 
financing of costs, handling of interstate claims, prompt payment of valid claims, 
and greater care to prevent payment of invalid cases. 

5. Lack of adequate employee and citizen participation in the program, 


RECOMMENDATIONS FOR IMPROVEMENT 


Coverage.—FExtend coverage to include employees of small firms, nonprofit 
organizations, Federal civilian employees, members of the Armed Forces, border- 
line agricultural workers, and to include tips in definition of wages. Although 
the goal is universal coverage, administrative difficulties preclude coverage of 
other groups—notably domestic and farm workers—at this time. 

Contribu'ions.—The tax should be paid by employees as well as employers at 
a minimum contribution rate of 0.75 percent each, with an 80 percent (rather 
than 90 percent) offset, thus setting a minimum combined rate of 1.2 percent 
(0.6 percent each by employer and employee). The rate should always be based 
on cost estimates for at least 10 vears in advance. 

Maximum wage base.-—Maximum for taxable wages should be increased from 
$3,000 to $4,200. 

Loan fund.—The Federal Government should provide a loan fund for the use 
of States in danger of exhausting their reserves, such loans to be for a 5-year period 
and to carry interest at the average rate for all interest-bearing obligations of the 
Federal Government. 

In the case of States experiencing temporary exhaustion of funds but with a 
contribution rate sufficient to support the system over the cycle, the loans will be 
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self-liquidating in time as contributions yield sufficient revenue for their repay- 
ment. If a State’s contribution rate is too low to meet costs of a 10-year period, 
that State should increase its unemployment contribution rate after the volume 
of unemployment has declined, or use other revenue sources 

+ No loan should be greater than the estimated requirements for the next 12 
months, but no limit should be set on the total amount a State may borrow. 

If a State increased ity contribution rate before covered unemployment has 
dropped below a given percentage (10-12 percent) further loans should be denied. 

To provide for prompt repayment of loans, Federal law should require that 
taxes in excess of those required for benefit payments for the next quarter be 
applied against the loan. 

The loans should be negotiated by the Federal Security Administrator on 
application of the State agency—the Administrator to approve loans for payment 
by the Treasury. 

One-half of any surplus over expenses incurred in the collection of the tax and 
the administration of the system should be appropriated and credited to the loan 
fund (the other half for administration as below). The amount authorized for 
such purposes by the War Mobilization and Reconversion Act of 1944, but not 
appropriated, should stand to the credit of the new loan fund. Additional sums 
as needed should be appropriated from general Federal revenues. 

Adminis‘ra‘ion.—Income from the Federal Unemployment Insurance Tax Act 
should be dedicated to unemployment insurance purposes: half of any surplus 
over expenses incurred in collecting the tax and administering the service should 
be proportionately assigned to the States for administration or benefit purposes 
(the other half to the loan fund as above) instead of depending upon the general 
revenues of the Government for administrative expenses as in the existing law. 
Because the programs are peculiarly sensitive to changing economic conditions 
a contingency item should be added to the regular congressional appropriation 
for costs of administration. 

Funds alloted to States for administration should be earmarked, each State 
getting the proportion that taxable wages in that State bear to all taxable wages 
in the United States. The right to use such excess funds should be limited to 
3 years after their receipt in order to encourage the use of such funds for better 
administration or for more liberal benefits. 

Experience rating.—The Federal act should require that a State plan provide: 
(1) a minimum employer contribution rate of 0.6 percent; (2) an employee rate 
no higher than the lowest rate pavable by an employer; and (3) a rate for newly 
covered and newly formed firms for the first 3 years under the program which 
does not exceed the average rate for all employers in the State. Such a contri- 
bution rate would also promote better relationship between the tax and cyclical 
movements of business. 

Interstate claims.—The Social Security Administration should be empowered 
to establish standard procedures for combining wage credits earned in more than 
one State. 

Federal standards.— Because the present law does not specify methods to prevent 
improper payment of claims, it should be amended to describe Federal concern 
to prevent such payments, as well as with full payments of benefits when due. 

A Federal standard of disqualifications should be described, prohibiting States 
from (1) reducing or canceling benefit rights as a result of disqualification except 
for fraud or misrepresentation, (2) disqualifying persons discharged because of 
inability to do the work, and (3) postponing benefits for more than 6 weeks as a 
result of a disqualification except for fraud or misrepresentation. 

Study of supplementary plans.—Congress should direct the Federal Security 
Agency to study the comparative methods of unemployment assistance, work 
relief, extended unemployment insurance benefits, or other income maintenance 
devices (including public works) to determine their comparative merits in times 
of severe unemployment. 


The CuarrMan. There will be inserted a chart compiled by the 
Department of Labor showing the significant provisions of the State 
unemployment laws as of October 1, 1951. 

(The document referred to follows:) 
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The CHarRMAN. There will be inserted a letter from Senator 
James E. Murray, a coauthor of the bill, favoring passage of the 
legislation. 

(The document referred to follows:) 


UNITED States SENATE, 
CoMMITTEE ON LABOR AND PusLic WELFARE, 
February 13, 1952, 
Hon. Water F. GEorGE, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C 

DEAR SENATOR GEORGE: I am writing to you to express my approval of 8. 2504 
and to urge the Senate Committee on Finance to report this bill out at the earliest 
possible moment. 

If vou recall, in 1945 I sponsored, with a number of other Senators, a bill to 
provide Federal aid to supplement the State unemployment compensation benefit 
programs in order to take care of unemployment during the postwar reconversion 
period. 

The bill which I introduced with a number of other Senators was considered by 
the Senate Finance Committee and reported out with a number of amendments. 
Fortunately, however, because the unemployment situation during the postwar 
period was much less than anticipated, little or no recourse was had to the pro- 
visions of the law which were approved by Congress 

Today because of the change over from a normal economy to defense production 
and the corresponding shortage of many materials customarily used for the pro- 
duction of consumers’ goods, Many areas throughout the country, notably in 
New England and the Middle West, have large numbers of unemploved persor 
Although some efforts are row being made to channel Government contracts to 
industrial firms in these areas, nevertheless something must be done to provide 
monetarv benefits for eligible unemployed persons which are conso! 


ant with the 
present high cost of living and other unusual economic factors 

I am sure that the Senate Committee on Finance and the Congress will agree 
that the welfare of human beings must be taken care of at all times, particularly 
in a crisis Which we are now undergoing. 

I believe, therefore, that S. 2504 is probably the most expedient me 
could be adopted by the Congress to take care of the situation. 

With best wishes, I am 

Sincerely vours. 


t} 


asure which 


JAMES I. Murray. 
The CuarrmMan. There will be inserted in the record a report from 
the Treasury Department expressing no comment inasmuch as the 
bill relates primarily to matters within the jurisdiction of other gov- 
ernmental agencies and not within the special province of the Depart- 
ment of the Treasury. 
(The document referred to follows:) 


TREASURY DEPARTMENT, 
Wasi ington, Fe bruary 18, 1952. 
Hon. Water F. Greorce, 
Chairman, Committee on Finance, 
United States Se nate, Washington 25, 2. C, 

My Dear Mr. CuarrMan: Further reference is made to your letter of January 
25, 1952, requesting the views of this Department on 8. 2504 (82d Cong., 2d 
sess.), entitled ‘“‘A bill to provide supplementary unemployment compensation 
benefits in certain cases to workers unemploved during the national emergeney 
and for other purposes.”’ , 

The bill would provide for supplementary Federal unemployment compensa- 
tion benefits during the national emergency in any State in which the governor 
certifies, and the Secretary of Labor finds, that there is substantial unemploy- 
ment within his State or within one or more labor market areas of his State, 
among workers covered by the unemployment compensation law of the State, 
with no prospect of immediate reemployment in the labor market. The benefit 
to a particular individual would be in an amount equal to 50 percent of the bene- 
fit payable under the State unemployment compensation law, subhect to certain 
maximum limitations. Such benefits would be payable by the State unemploy- 
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ment compensation agency pursuant to an agreement between the Secretary of 
Labor, on behalf of the United States and the State or the unemployment com- 
pensation agency of the State. To finance the program, the bill authorizes to be 
appropriated, out of moneys not otherwise appropriated, such sums as are neces- 
sary to carry out the provisions of the act, the amount of such payment to be 
entered in the budget of the Department of Defense as an item in the cost of 
defense mobilization. 

The bill relates primarily to matters within the jurisdiction of other govern- 
mental agencies and not within the special province of this Department. Ac- 
cordingly, the Department makes no comment with respect thereto. 

Sincerely yours, 
Joun W. SNYDER, 
Secretary of the Treasury. 


The CuHarrmMan. There will be inserted in the record a favorable 
report from the United States Department of Labor. 
(The letter referred to follows:) 


DEPARTMENT OF LABOR, 
February 15, 1952. 
Hon. WaALrerR F. GEORGE, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Senator GeorceE: This is with further reference to your request for a 

report on 8. 2504, a bill to provide supplementary unemployment compensation 
benefits in certain cases to workers unemployed during the national emergency, 
and for other purposes. 
S. 2504 would provide for the payment of Federal supplementary benefits to 
individuals entitled to benefits under a State unemployment compensation law 
whenever the Governor of such State certifies, and the Secretary of Labor finds, 
that there is substantial unemployment within the State among covered workers 
with no prospect of immediate reemployment. Upon such certification and 
finding, the Secretary would be directed to enter into an agreement with the 
State under which the State unemployment compensation agency, as agent of 
the United States, would make the Federal supplementary benefit payments. 
The State would be reimbursed by the United States for any additional costs 
incurred by reason of such agreement. 

The Federal supplementary payments would be payable to workers in the 
State with respect to weeks of unemployment occurring after the date of the 
Governor’s certification and for 12 months thereafter, unless the certification is 
sooner withdrawn or the Governor recertifies at the end of such period. The 
worker’s right to such benefits would be determined under the State unemploy- 
ment compensation law. Only if he is entitled to benefits thereunder would he 
receive the Federal supplementary payments. However, no agreement could be 
entered into unless unemployment compensation, otherwise payable to a worker 
under the State law, would not be denied or reduced for any week by reason of 
the Federal supplementation. Nor would an agreement be valid if the State 
benefits are less than they would have been under the State law as it existed 
on January 1, 1952. 

The amount of the Federal supplementary payment would be 50 percent of 
the worker’s State benefit so long as his aggregate unemployment benefit from 
both State and Federal sources does not exceed 65 percent of his weekly wages. 
However, where the State law provides allowances for dependents, the Federal 
supplementation to irdividuals with dependents would be increased by an amount 
equal to the dependents’ allowances provided by the State law so long as the 
worker’s aggregate unemployment benefit from both State and Federal sources 
does not exceed 6714 percent cf weekly wages in the case of an individual with 
one dependent, 70 percent of weekly wages in the case of an individual with two 
dependents, 724 percent of weekly wages in the case of an individual with three 
dependents, and 75 percent of weekly wages in the case of an individual with four 
or more dependents. 

The term ‘‘weekly wages’? would mean ‘average weekly wage’’ as defined in 
the State law if the period used for determining benefits for total unemployment 
includes specified weeks of employment, or one-thirteenth of the high-quarter 
wages if the period used is the quarter of highest wages in the base period. If it 
is impracticable for any State to apply either of these definitions, the Secretary 
may approve another definition if he finds it to be fair and reasonably consistent 
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with the purposes of the other two definitions and fits in with the procedures for 
determining benefit amounts in the two States. 

The basic objective of S. 2504 is to correct the inadequacy of the unemployment 
benefits now paid by the States. With this objective, | am wholeheartedly in 
accord. Unemployment benefits today replace a smaller proportion of the wages 
of the average unemployed workers than was the case when the unemployment 
compensation system was started 15 years ago. Although the States have in- 
creased their benefits from time to time, the increases in wages and living costs 
have more than kept pace with these increases in benefits. The average weekly 
payment for total unemployment under the State laws during the October-Decem- 
ber 1951 quarter was $21.86. This is only about one-third of the average wage 
of covered workers during the April—June 1951 quarter, which is the latest quarter 
for which these wage figures are available. In the July-September 1939 quarter, 
the average weekly benefits were 42 percent of the average wages. Furthermore, 
although all States have increased the limitations on their maximum benefits 
since 1939, the maximum limitations on benefit payments in most States today 
are unrealistic. In many States, the result has been that the majority of covered 
workers are entitled to receive the maximum unemployment benefit provided by 
the States’ laws, 

As you know, the President and the Department of Labor have been calling 
attention to this inadequacy for the past several years and have recommended 
Federal minimum standards as the long-range solution to this and other short- 
comings of the unemployment insurance program. One of these recommenda- 
tions was that the States be required to provide for minimum weekly benefits 
substantially equal to at least 50 percent of the claimants’ weekly wages up to 
at least $30 a week for individuals without dependents, 60 percent of weekly 
wages up to at least $36 a week for individuals with one dependent, 65 percent 
of weekly wages up to at least $39 a week for individuals with two dependents, 
and 70 percent of weekly wages up to at least $42 for individuals with three or 
more dependents. In view of the increases in wages and living costs which have 
occurred subsequent to this recommendation, it is now my opinion that these 
amounts should be further increased. This long range solution, however, is of 
no immediate value to the more than 1 million workers who are now unemployed 
and receiving benefits. Even if these Federal minimum standards were enacted 
immediately, it would require at least 2 years for all the States to amend their 
laws to meet such standards. Therefore, if it is desired to bring the level of 
benefit payments up to a more realistic level now, some Federal action is neces- 
sary. 8S. 2504 provides a method of attacking the inadequacies of the benefit 
provisions of the State laws on an interim basis. 

Employment reached a new peak during the vear 1951 and unemployment for 
the Nation as a whole was low and of relatively short duration. However, in 
many labor market areas, the unemployment problem was especially serious. 
Among the States, there was a great variation in the percentage of insured unem- 
ployment. For example, although the average percentage of insured unemploy- 
ment for 1951 was less than 1 percent in three States, it ranged between 5 and 
6 percent in another three States and reached 7.5 percent in Rhode Island. These 
variations resulted from the differing impact of the over-all economic forces on 
the economy of the individual States. Thus, there were local pools of serious 
unemployment within nationally high employment because the factors affecting 
the national economy bore more heavily on some industries than on others. 
Among those industries most seriously affected were the automobile industry, 
the textile industry, the jewelry industry, and the coal-mining industry. Because 
of the direct and indirect effects of the national emergency, the Federal Govern- 
ment has a specific responsibility for much of this unemployment and, therefore, 
a special obligation to take some action with respect to the workers affected by 
such unemployment. It would appear to be only fair for the Government to 
recognize its similar obligation to the unemployed workers displaced as a result 
of such conversion and other effects of the national emergency. 

I therefore favor the objectives and principles of 8. 2504. 

It should be pointed out, however, that there are strong considerations for 
granting supplementary benefits in all States without any test of ‘‘substantial 
unemployment.’’ Unemployed workers need adequate unemployment benefits 
regardless of the amount of unemployment existing in their States. 8. 2504 
properly provides that no distinction will be made within a State that applies 
for supplementary benefits between areas where unemployment is substantial 
and areas where it is not, or between workers unemployed as a result of the na- 
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tional emergency and workers unemployed as a result of other forces. Such 
distinctions would be complicated and administratively impracticable to enforce. 

Moreover, it is difficult to justify providing Federal supplementary benefits 
in some States and not in others. Our economy is so interlocked that any national 
policy or condition affects every corner of the country and every industry and 
locality. It is impossible to unravel all the influences that result in the unem- 
ployment of an individual worker. In my opinion, it would be more equitable to 
provide Federal supplementary payments to all States, rather than just to those 
which may meet the vague test of ‘“‘substantial unemployment.”’ 

Because unusual national conditions have caused, directly or indirectly, mueh 
of the present unemployment, the costs of any temporary remedial action should 
be a Federal responsibility. However, the costs of the supplementary benefits 
cannot and should not be borne by the Federal Government indefinitely. The 
States have accumulated billions of dollars in their unemployment trust funds 
which should be used to pay benefits in accordance with their laws buttressed by 
Federal minimum standards. The major shortcomings in the present laws of the 
States can be met by the establishment of such minimum standards, with supple- 
mentary benefits during the interim period until such standards can become 
effective. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Yours very truly, 
Maurice J. TosBIn, 
Secretary of Labor 


The Cuarrman. There will be inserted in the record an analysis of 
the measure by the Federal Security Agency. 
(The document referred to follows: ) 


FEDERAL Security AGENCY, 
Washington, Feb dary 18, 1952. 
Hon. Water F. Grorae, 
Chairman, Committee on F nance, 
United States Senate, Washington 25, D. C. 

Dear Mr. Cuarrman: This letter is in response to your request of January 

25, 1952, for a report on S. 2504, a bill to provide supplementary unemployment 
compensation benefits in certain cases to workers unemployed during the national 
emergency, and for other purposes, 
S. 2504 provides for Federal supplementation of State unemployment benefits 
during the defense emergency through the administrative machinery of State 
unemployment compensation agencies, pursuant to agreements, made or renewed 
for 12-month periods, between the Secretary of Labor and the States. Such an 
agreement would be made or renewed only when the Governor certifies and the 
Secretary finds that substantial unemployment within the State, or within one or 
more labor market areas within the State, exists among workers covered by the 
State’s unemployment compensation law with no prospect of immediate reem- 
ployment in the labor market area. The worker’s rights to benefits would be 
determined under the State’s unemployment insurance law, and only if he is 
entitled to benefits thereunder would he get the Federal supplementation. How- 
ever, agreements entered into under the act would have to provide that unem- 
ployment benefits otherwise payable to a worker under the State law would not 
be denied or reduced for any week by reason of a Federal supplementary payment. 
Nor would an agreement be valid if State benefits are less than they would have 
been under the State law as it existed on January 1, 1952. 

In eases in which no dependents’ allowance is payable pursuant to State law, 
the amount of the Federal supplementation would be 50 pereent of the wo-ker’s 
State benefit, but his aggregate benefit. (Federal and State) could not exceed 65 
percent of his weekly wages. However, where a State law provides dependents’ 
allowances, the Federal supplementation to individuals with dependents would be 
increased by an amount equal to such dependents’ allowances, but in such cases 
the worker’s aggregate benefit (Federal and State) could not exceed 67! percent 
of the worker’s weekly wages in the case of one dependent, 70 percent in the case 
of two dependents, 724% percent in the case of three dependents, and 75 percent in 
the case of four or more dependents. 

The administration of the Federal aspects of the unemployment insurance 
program having been transferred in 1949 from this Agency to the Department of 
Labor, we are primarily concerned, not with the technical details of the measure, 
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but rather with its basic soundness in relation to the objectives of the social- 
insurance program as a whole and in relation to the objectives of family security 
and the reduction of dependency and relief. 

The theorv of the bill is that mobilization of the Nation’s productive resources 
for the defense of the United States, and resulting dislocations in the economy 
during the national emergency, have directly and indirectly caused widespread 
unemployment in certain areas, especially among workers whose skills are essential 
to the defense effort and who should be kept available for instant use as soon as 
they are needed; that the present benefits provided under State unemployment 
compensation laws ‘are both inadequate and unfair to workers suffering such 
unemployment;” that the Federal supplementation of unemployment. benefits 
proposed by this bill is necessary to prevent the imposition upon such workers of 
an inequitable share of the burden of the defense program; and that this supple- 
mentation is essential to defense mobilization and justifiable as a part of the cost 
of the defense program, 

No doubt, the Office of Defense Mobilization and the Secretary of Labor will 
be ready to supply your committee with the detailed factual data bearing on 
these propositions. It is, however, a matter of common knowledge, we believe, 
that the conversion from production for civilian use to production for defense 
and the operation of the essential materials control program in the interest of 
defense have caused and are likely to continue to cause unemployment and, 
because of the inadequacy of unemployment benefits, serious hardship in certain 
areas, 

The idea of the assumption of a Federal responsibility as an emergency measure 
for the relief of unemployment caused by the impact of defense activities, or by 
the conversion from defense to other activities, is not new. Thus, in 1946 the 
Congress provided, on an interim basis pending amendment of State laws, for 
assuming the cost of paving unemployment benefits to seamen who were not 
then generally covered by State laws and who became unemployed by reason of 
the termination of the vast shipping operations of the war. Even more closely 
in point is the President’s proposal of May 28, 1945, that Congress, among other 
things, take emergency action to increase the amount and duration of benefits, 
at least for the duration of the emergency period for reconversion, through 
supplementary Federal emergency benefit payments. In response to the Presi- 
dent’s message, the Senate at that time passed 8. 1274 (79th Cong.) for supple- 
menting the duration of unemployment benefits pavable under State unemplov- 
ment compensation laws up to a maximum of 26 weeks. The provision of S. 1274 
providing for Federal supplementation of the weekly benefit amount payable 
to unemploved workers under State law was dropped from the bill. As explained 
in the Committee report (S. Rept. No. 565, 79th Cong., p. 9), however, the 
deletion of this provision was based on the fear (which then and now we consider 
unfounded) that in some States the Federal payment might disqualify workers 
for benefits under the State law. 

In making the proposal for Federal supplementation, the President recognized 
that the basic solution must be found in amendments to the Federal Act designed 
**to induce State laws to provide more adequately for anyone who is unemployed.” 
The Federal supplementation payments were conceived of as an emergeney 
measure the occasion for which would be eliminated, or substantially reduced, 
when the needed changes in State laws became effective 

Various studies which have been made from time to time indicate that existing 
unemployment insurance benefits are inadequate. The 1948 report of the 
Advisory Council on Social Security to the Senate Committee on Finance pointed 
out the inadequacies (pp. 145, 193). Despite the improvements which have been 
made by the State legislatures in recent vears, the average benefit todav is less 
than one-third of average wager. Sinee the original purpose of unemployment 
insurance was to compensate approximately one-half of wage loss (within certain 
minimum and maximum amounts), it can be seen that the present benefits fall 
far short of the desired goal. 

The maximum duration of benefits in most States still falls far short of the 26 
weeks accepted as the desired objective of unemployment insurance. 

These and other shortcomings in our unemployment insurance system have 
been discussed for the past 10 vears. While there is not complete agreement on 
all details, there is a general agreement on the need for improverrents. The 
major policy question has been to what extent should the changes be effectuated 
through Federal as well as State legislation or through State legislation solely. 
In this connection, I should like to point out that the enactment of the unemploy- 
ment compensation provisions of the Social Security Act in 1935 was based on the 
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concern by the Congress for meeting more adequately the problem of unemploy- 
ment. The standards written into the Federal law were designed to assure that 
State laws were bona fide unemployment compensation laws and that there would 
be reasonable provisions for assuring the financial stability of the State programs 
and the financial integrity of the system by requiring investment of all State 
funds in United States bonds through the Secretary of the Treasury. Moreover, 
the enactment of the uniform tax and offset provisions of the Federal law was, 
according to the report of the Committee on Finance, designed so that ‘‘employers 
in all States will be put in an equal competitive position.’”” As said by your 
committee, “No State can gain any advantage through failing to establish an un- 
employment compensation system. This provision will equalize competitive 
conditions and thus enable States to enact unemployment compensation laws 
without handicapping their industries” (S. Rept. No. 628, 74th Cong., p. 13). 

In our opinion, it seems evident that the original objectives of the Congress 
will be largely frustrated unless there is some Federal action designed to eliminate 
the competitive disadvantages among the several States which now exist with 
respect to both contributions and benefits. We have long felt, therefore, that 
benefits should be improved by the establishment of Federal minimum-benefit 
standards in the Federal Law. At the same time; we have recommended the 
strengthening of State systems by earmarking of the Federal unemployment 
tax for paying the cost of State and Federal administration of the employment- 
security program and for reinsurance to be available to any States which encounter 
an undue strain on their unemployment funds. These recommendations have 
also been made by the President from time to time. (See, e. g., his message of 
April 6, 1950, and his economic report to the present Congress. 

When the unemployment insurance program was established in 1935, a standard 
State contribution rate of 2.7 percent was set and it was expected that, as ex- 
perience warranted, benefits would be established which, on the average, would 
require an employer contribution rate of 2.7 percent. Due to the operation of 
“experience rating” the average contribution rate of employers for the Nation 
as a whole was 1.7 percent in 1951. During the 13 years 1939-51, employers 
saved a total of $7.8 billion in contributions as a result of reductions due to 
experience rating. For this reason, we feel that, as a minimum, the Congress 
might consider requiring in the Federal law, as a condition for experience rating 
below 2.7 percent that a State meet certain minimum benefit standards. This 
principle was embodied in H. R. 6635 which passed the House of Representatives 
in 1939. In this connection, it may be pointed out that the Advisory Council in 
1948 reported that one of the five major deficiencies of the present Federal, State 
unemployment insurance system was that the “present arrangements permit States 
to compete in establishing low contribution rates for employers and therefore 
discourages the adoption of more adequate benefit provisions” (p. 139). 

Returning to the specific proposals of 8S. 2504, we should like to reiterate our 
endorsement of Federal supplementation of unemployment benefits as an emer- 
gency measures, to be terminated entirely, or at least greatly modified and 
curtailed, as soon as Federal minimum benefit standards can be established and 
made effective. Any such supplementation should be addressed to not only 
the amount of weekly unemployment benefits but also, and perhaps more im- 
portantly, to the number of weeks for which benefits will be paid to unemployed 
workers. In 1951, 20.4 percent of those receiving unemployment benefits 
exhausted their benefits under State law. We believe that it is particularly im- 
portant to assure a duration of benefits for 26 weeks and that S. 2504 should be 
amended to incorporate this feature. 

As already stated, the principle of supplementation of the maximum duration 
of benefits to 26 weeks was embodied in 8. 1274, as reported out by the Com- 
mittee on Finance and as passed by the Senate in 1945. The principle is no less 
sound now than it was then. 

Since the Federal Government already has collected over $1 billion from 
Federal unemployment taxes in excess of administrative costs (and this figure is 
increasing about $50 million annually), the amount paid out in supplementary 
benefits pending establishment of Federal benefit standards could be chargeable 
to the ‘‘excess’”’ and upon earmarking of the taxes, as recommended above, the 
balance of such earmarked taxes above the cost of administering the employment 
security system would be available for reinsurance purposes. It would be pos- 
sible in this way to finance, out of funds already morally committed to employ- 
ment security purposes, the supplementary program now and, for the foreseeable 
future, the long-run program. At the same time benefits would be increased 
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substantially for the Nation as a whole and States with high costs would be in a 
better financial condition than they are today. 

We note that S. 2504 provides for supplementation of the amount of benefits 
for dependents on a more liberal basis than,for individuals without dependents. 
We heartily concur in the principle that encouragement should be given to the 
States to add dependents’ benefits. If unemployment insurance is to make its 
maximum contribution to the preservation of family security, we believe adequate 
recognition must be given to the size of family in the benefit structure. Failure 
to establish high enough payments for the larger families means that many of 
such families must seek supplementary relief payments. 

If there ‘'s any additional information your committee desires, we shall be glad 
to try and furnish it. 

Time has not permitted us to obtain advice from the Bureau of the Budget 
as to the relationship of this bill to the program of the President. 

Sincerely yours, 
Oscar R. Ewina, 
Administrator. 


The CuarrmMan. There will be inserted in the record a report from 
the Bureau of the Budget. 
(The document referred to follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
3UREAU OF THE BUDGET, 
Washington 26, dD. Cr. Fe bruary 19, 1952. 
Hon. WaAureR F. Grorce, 
Chairman, Committee on Finance, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CuHarrMan: In response to the request of the committee clerk, 
I wish to submit the following statement on behalf of the Bureau of the Budget 
with respect to S. 2504, a bill “‘To provide supplementary unemployment com- 
pensation benefits in certain cases to workers unemployed during the national 
emergency, and for other purposes.”’ It is my understanding that the committee 
plans to hold hearings on this bill beginning on February 19, 1952, and I should 
like to ask that this letter be incorporated in the hearings. 

The situation respecting current and prospective unemployment in the United 
States has been carefully examined by the agencies concerned with our national 
defense and other programs, It is the concensus that there is no cause for grave 
concern and that under foreseeable conditions employment will remain high. 
In spite of this generally favorable situation, there are certain areas and some 
industries in which unemployment has been increasing sharply. 8S. 2504 recog- 
nizes this fact and presents a basis upon which the Federal Government could 
help to alleviate the hardship caused by such unemployment through the payment 
of supplemental unemployment compensation benefits. 

I am authorized to advise you that the President believes the device of Federal 
supplementation of State unemployment compensation benefits is practicable as 
a short-run measure until the States themselves can act. If such Federal supple- 
mentation is authorized, it should not be considered as a substitute for the 
improvements in the unemployment compensation system which the President 
has recommended, 

The Bureau has consulted with the Department of Labor as to the potential 
costs of S. 2504. It appears reasonable to estimate that the degree of Federal 
supplementation provided for by the bill, in its present form, would equal about 
one-third of present State benefits, or approximately $250 million a year a 
present levels of unemployment. 

Sincerely yours, 
F. J. Lawton, Director. 


(The following report of the Department of the Air Force was 
subsequently submitted: ) 
DEPARTMENT OF THE AIR ForRCcE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, February 25, 1982. 
Hon. WALTER F. Grorce, ; 
Chairman, Committee on Finance, United States Senate. 
Dear Mr. Cuarrman: I refer to your request for the views of the Department 
of Defense with respect to S. 2504, a bill to provide supplementary unemployment 











20 UNEMPLOYMENT COMPENSATION 


compensation benefits in certain cases to workers unemploved during the national 
emergency, and for other purposes. The Secretarv of Defense has assigned to 
the Department of the Air Force responsibility for providing your committee 
with a report on this legislation on behalf of the Department of Defense. 

The purpose of 8. 2504 is first declared in section 2 (b) “to provide unemploved 
workers in those States where such unemployment has become s"bstantial, with 
supplementary payments in addition to the benefit payments to which unemployed 
workers are entitled under the unemployment compensation laws of such States, 
in such amounts as to prevent the imposition upon such workers of an inequitable 
share of the burden of the defense program.” . It is noted, however, that section 
4 (a) would grant supplementary payments of compensation to all unemploved 
individuals in a State where substantial unemployment exists among workers 
covered by unemployment compensation laws of the State with no prospect of 
immediate reemplovment in the labor market area. As no mention is made of 
any inequitable share of the burden of the defense program in the latter section, 
it would appear that the provisions of the bill would apply to all workers rather 
than to those having particular skilts essential to the defense program. 

If it is determined that the present benefits provided under State unemplovy- 
ment compensation laws are inadequate and unfair and there is need for additional 
relief, it is the view of the Department of Defense that a more direct approach 
to the p oblem would be to amend the existing laws. 

Further, the Department of Defense strongly opposes the provisions of section 
10 whereby the amount of payments made would be entered in the budget of the 
Department of Defense as an item in the cost of defense mobilization. It is 
believed that the provision for compensation to all unemployed individuals is 
completely alienated from the first declared purpose of providing benefits to 
workers unemployed due to defense mobilization. There appears to be no justi- 
fication for burdening this Department with the budgeting for payments of such 
unemplovment compensation. Section 10 would add an unnecessarv adminis- 
trative level that would further complicate operation of the contemplated program. 

As the bill would supplement the existing systems of State unemployment 
compensation in accordance with the other programs to be approved bv the 
Secretary of Labor, the Department of Defense recommends that the budgeting 
for such program should be the responsibility of the Department of Labor or 
such other Federal ageney as is charged with the supervisory eontrol of the 
State programs. 

The Department of Defense is unable at this time to make anv accurate ap- 
praisal of the probable fiscal effects of this bill in the event of its enactment. 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with procedures prescribed by the Secretary 
of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report 

Sincerely yours, 
E. V. Hvearns, 


Assistant Secretary of the Air Force. 


The CuarrMan. There will be inserted letters of opposition from 
the following chambers of commerce: West Virginia, Jacksonville, 
Fla.: Amsterdam, N. Y.; Kansas State, Missouri State. 

(The documents referred to follow:) 


West Vrroiwnta CHAMRER OF CoMMERCE, 
Charleston, W. Va., February 9, 1952. 
Senator WALTER F. Grorcr, 
Senate Committee on Finance. 
Senate Office Building, Washington, D. C. 


Dear SENATOR Grorce: By means of constant and genuinely cooperative 
efforts for a dozen years, the West Virginia Department of Emplovment Security 
and representatives of the State’s labor and business interests have erected a 
stable unemplovment-compensation svstem in West Virginia which is functioning 
to the satisfaction of beneficiaries and subscribers alike, but if Senator Moody’s 
bill No. 2504 is enacted, the system will ultimately be destroyed. 

In Michigan where Moody’s bill is ostensibly designed to deal with a purely local 
and temporary situation, the reserve fund for unemployment compensation is 
adequate for all foreseeable benefit needs, and if it does not suffice, the ample 
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George fund, as you know, was created for just such contingencies. There is little 
excuse and no reason for enacting the Moody bill. 

Desiring to conserve the time of members of your committee, the West Virginia 
chamber will not seek to be heard in opposition to the Moody bill, except perhaps 
through a joint statement presented on behalf of the Council of State Chambers, 
but our members believe without exception that the Moody bill is in fact a Trojan 
horse deliberately designed to, destroy the established State systems of unemploy- 
ment compensation, and we therefore request that this letter be presented to your 
committee as a form of protest against enactment of the bill. 

Respectfully yours, 
H. A. STANSBURY, 
Managing Director, 





JACKSONVILLE CHAMBER OF COMMERCE, 
Jacksonville 2, Fla., February 13, 1952. 
Senator WALTER F. GrorGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR GEORGE: The national affairs committee of the Jacksonville 
Chamber of Commerce, which represents some 3,000 businessmen of the city of 
Jacksonville and of Duval County, Fla., has carefully considered the contents of 
Senate bill 2504 (Defense Unemployment Compensation Act of 1952) as intro- 
duced by Senator Moody, of Michigan. 

The Jacksonville Chamber of Commerce is unalterably opposed to the provisions 
of this act, and we respectfully suggest that the Senate Finance Committee kill 
this bill on the grounds that it is a further invasion of the rights of the respective 
people of the States to govern themselves. 

We respectfully request that this statement of position of the Jacksonville 
Chamber of Commerce be read into the proceedings of your committee when it 
holds hearings on the above bill. 

Sincerely yours, 
James B. Waters, President. 


CHAMBER OF COMMERCE, 
Amsterdam, N. Y., Feb uary 13, 1952. 
Hon. WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


My Dear Senator: We understand that your committee will hold hearings on 
bill S. 2504 introduced by Senator Moody, of Michigan, and we wish to record 
our opposition to the passage of this proposed legislation. We believe that this 
bill is an invitation to the States to conduct a raid on the Federal Treasury. 
This, at a time when we are facing inflation induced by deficit spending. 

The Federal aid, thus extended, could not help but result in the nationalization 
of State unemployment compensation. Ultimately, benefit rates would go so 
high that experience rating would be completely discarded. Mobility of our 
labor force would be lost. 

We would request that you present our views to your committee for their 
consideration. 

Sincerely yours, 
CHARLES H. ScHENCK, 
Executive Se cretary. 


Kansas STatTeE CHAMBER OF COMMERCE PoLicy CONCERNING PRINCIPLES OF 
THE Moopy-DINcELL BILLs 


The Kansas State Chamber of Commerce vigorously opposes the principles 
embodied in current proposals to supplement State unemployment compensation 
benefit payments with Federal funds in areas where there is ‘‘substantial unem- 
ployment”’ which is attributed either directly or indirectly to national defense 
activities, 

The Kansas State chamber feels that these current proposals, as exemplified 
in S. 2504 and H. R. 6174 (commonly referred to as the Moody-Dingell bills), 











22 UNEMPLOYMENT COMPENSATION 


now before Congress, are especially undesirable and unnecessary for the following 
reasons: 

1. If the Detroit unemployment situation is the basis for these proposals, as 
it appears to be, Michigan can and should act upon it as a State problem as it 
did in 1942, 1944, and 1945, when the State was similarly put forward as a pre- 
text for Federal supplementations. 

2. The situation which now exists in Michigan and a number of other States 
because of the transition to defense work is the exact reason for which State 
unemployment compensation funds were established. The Michigan reserve 
fund of $356,000,000 would appear to be ample to pay legitimate unemploy- 
ment compensation claims at the benefit level determined by the State legisla- 
ture to be adequate. It should be remembered that this substantial reserve fund 
in Michigan has been built up during periods of high employment to meet just 
such a situation as now exists. There is no reason to consider the present situa- 
tion abnormal to the extent that the State plan developed over the past 15 years 
must be declared obsolete the first time it is really put to its intended use. 

3. The Federal supplementation proposal runs directly counter to established 
defense production policies and would tend to freeze labor against defense needs. 
If benefit payments by reason of such supplementation actually approach weekly 
take-home pay, labor will have little incentive to move to new labor markets in 
accordance with defense needs. 

{. The state of emergency requiring Federal supplementation will never end, 
since unemployment is always an emergency to the persons affected, and unem- 
ployment in some degree will never end under any economic conditions. 

5. Once the necessity for Federal supplementation is accepted, it will there- 
after be used to discredit the adequacy and effectiveness of State svstems to the 
end that State administration of unemployment compensation will either cease 
to exist entirely, or exist in name only under complete Federal control. This 
would be just one more example of the ‘‘foot in the door’’ technique to obtain 
undesirable and unwarranted Federal control. 

6. The Kansas State Chamber of Commerce reiterates its support for continued 
State operation and voluntary improvement of State unemployment compensa- 
tion programs which permit each State to adapt its own program to its particular 
economic conditions. 

Adopted by Social Security Council, January 26, 1952. 

Adopted by board of directors, January 30, 1952. 





STATEMENT OF THE Missourt State CHAMBER OF COMMERCE TO THE SENATE 
FinaNcE COMMITTEE ON THE DEFENSE UNEMPLOYMENT COMPENSATION ACT 
oF 1952 (S. 2504) 

The Missouri State Chamber of Commerce is opposed to Senate bill 2504 because 
of four major reasons: (1) It would lead to Federal control of State unemploy- 
ment compensation systems. (2) It would increase Federal costs at a time when 
the Federal Government can least afford it. (3) It is not needed by the States. 
(4) It is not in the long-run interest of national defense. 


I. FEDERAL CONTROL OF UNEMPLOYMENT COMPENSATION , 


Few governors will be able to resist the pressure to ask for Federal funds to 
supplement all their State’s unemployment compensation payments as provided 
in Senate bill 2504. Getting all Federal funds possible is the ‘‘easy’’ method of 
avoiding State responsibilities. Unemployment compensation is a State responsi- 
bilitv and should remain as such. 

Federal funds certainly would soon be followed by Federal control. This would 
be undesirable for several major reasons: 

1. The economies of the various States vary greatly. The peculiar problems 
of each State require a specialized on-the-spot knowledge which is not and cannot 
be made available in Washington. 

2. The advocates of Federal control traditionally have demanded abolition of 
the State systems of experience rating whereby businessmen who follow good 
emplovment practices earn lower tax rates. This would lessen greatly employers’ 
interest in cooperating with administrators in properly carrying out the unem- 
ployment compensation laws. Missouri Employment Security Director Charles 
A. Ricker in reporting on recovery of funds from “chiselers’’ recently said that 
“most of the fraudulent cases were discovered through cooperation of employers.”’ 
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Il, INCREASED FEDERAL COSTS 


No attempt to estimate what the total costs of Senate bill 2504 as applied to 
Missouri in the future has been made. However, in 1951, total Missouri unem- 
ployment benefits amounted to $12,131,721. A 50-percent Federal supplementa- 
tion of this as provided in Senate bill 2504 would have cost the taxpayers 
$6,065,860.50 for this 1 year alone. In 1950, the additional Federal cost for 
Missouri alone would have been $9,949,451, while in 1949 it would have been. 
$11,281,569. Total benefits paid in Missouri from 1939 through 1951 were 
$146,107,183. A 50-percent Federal supplementation as provided in 8. 2504 dur- 
ing this 13-vear period would have meant an additional Federal cost for Missouri 
alone of $73,053,591.50. 

It should be stressed that figuring what S. 2504 would have cost if it had 
been in effect in the past gives very minimum figures in estimating future costs 
for several reasons. In the first place, Missouri like many other States, raised its 
maximum benefits during the last year. In July 1951, the maximum weekly 
benefit in Missouri was raised from $20 for 20 weeks to $25 for 24 weeks. Thus 
50 percent Federal supplementation would now raise the maximum individual 
benefits to $37.50 per week for 24 weeks. ‘Therefore, the basic cost in the future 
would be increased greatly even with the same amount of unemployment as in the 
past and greater unemployment would multiply the costs. 


Ill, IT IS NOT NEEDED 


Federal control and increased costs are enough in themselves to decide against 
S. 2504, but these objections are climaxed when it is discovered that the States 
do not need this Federal assistance. 

Michigan, which is used to justify this bill, has more than $325,000,000 in 
reserve. Missouri’s reserve fund as of January was at an all-time high of over 
$217,000,000. 

The attached chart shows the trend of average weekly unemployment benefits 
in Missouri from 1943 through 1951, as compared to the cost of living in Kansas 
City and St. Louis. It indicates that the trend of average weekly benefits in 
Missouri fell while the cost of living was rising in 1948, but the increase in average 
benefits has kept ahead of the increase in the cost of living ever since. 


IV. NOT IN INTEREST OF NATIONAL DEFENSE 


The very title of S. 2504 and its declaration of policy claim that is in the interest 
of national defense. This is just as fallacious as the need argument. 

The real requirements of national defense include location of major defense 
facilities where they will be least vulnerable to bomber attack (i. e. over the North 
Pole) and the movement of labor to the market areas where there is the greatest 
need for labor to man defense industries. Obviously 8. 2504 is directly contrary 
to both of these basic national defense requirements. 


SUMMARY 


In summary—S. 2504 would lead to Federal control of unemployment com- 
pensation which would fail to recognize the peculiar economic problems of each 
State and abolish experience rating tax systems that give employers the incentive 
to cooperate with administrators in effectively carrying out unemployment 
compensation laws. Federal costs would be increased at a time when the Federal 
Government can least afford it. Federal supplementation is not needed by the 
States. Finally, the interests of national defense require location of defense 
facilities where they will be least vulnerable to bomber attack, while S. 2504 would 
have the opposite effect. 
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Dollars of Weekly Benefit 


* Average benefits for total unemployment are taken from the lth Annual Report 
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MISSOURI STATE CHAMBER OF COMMERCE 
Missouri Hotel, Jefferson City, Missouri 


TREND OF AVERAGE WEEKLY UNEMPLOYMENT BENEFITS 
VERSUS THE COST OF LIVING IN MISSOURI 19h3 -~ 1951+ 


MISSOURI UNEMPLOYMENT COMPENSATION BENEFITS 
HAVE KEPT PACE WITH COST OF LIVING 
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Consumers' Price Index (1935-1939 = 100) 


of the Missouri Employment Security Division and the Division Statistics 


section. 


The cost of living trend is based on the Consumers Price Index 
(old series) as compiled by the U. S, Bureau of Labor Statistics. 


The 


January Index was used for every ycar until 1948 when March figures were 


used for St. Louis because from 1948 on January indexes were not published 


for St. Louis. Likewise in 1951, December figures were used for St. Louis 


and October for Kansas City. 
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The CuarrMan. There will also be inserted in the record letters of 
opposition from the Manufacturers Association of Connecticut, the 
International Paper Co., the American Optical Co., the Fairmont 
Aluminum Co., the Bristol Co., the Marquette National Bank, the 
Hudson Coal Co., the Medart Co., the Duff-Norton Manufacturing 
Co., the Bastian-Blessing Co., the New England Confectionery Co., 
Mr. L. C. Ringle, the U. O. Colson Co., the W. J. Cochran Construc- 
tion Co. 

(The documents referred to follow:) 


THe MANUFACTURERS ASSOCIATION OF CONNECTICUT, INC., 
Hartford, February 14, 1952. 
The Honorable W. F. Georae, 
Chairman, Senate Finance Committee, 
Washington 25, D. C. 

Dear SENATOR GEORGE: We are writing on behalf of the many manufacturing 
members of this association to express our opposition to 8S, 2504, whieh would 
provide the supplementary unemployment compensation benefits from Federal 
funds to unemployed workers in certain cases. We understand that your com- 
mittee will begin hearings on this bill in the near future. 

Although the immediate occasion for the introduction of this bill is stated to 
be the relief of workers in the Detroit area who are temporarily unemployed be- 
cause of the industrial dislocation caused by the transition from civilian to defense 
production, we feel very strongly that in fact this legislation, like similar proposals 
in recent years, is # direct and dangerous attack upon the integrity of the unem- 
ployment systems set up and thus far successfully financed by the States. The 
basie principle of this kind of legislation is that the States are no longer able to 
maintain these systems without the financial aid of the Federal Government. 
Congress has refused to adopt this dangerous belief in the past and we sincerely 
hope that they will reject it again on this occasion. 

Proposals of this nature always spring up at times of real or pretended emergen- 
cies of one kind or another. They always assume the guise of temporary relief 
measures which will be abandoned when the emergency disappears. We all know, 
however, that once the Federal Government moves into a new field of welfare 
legislation, it can be counted upon to stay there and eventually to assume the 
central role. 

The test of State welfare systems always comes at a time of emergency. Most 
of them are intended primarily to meet emergency conditions. If we really believe 
in our Federal system of government, it is our duty to let them stand on their own 
feet in meeting all tests that may come, and not to smother them needlessly in the 
moment of trial by extending the Federal paternalistic arm. 

Our State unemployment systems have thus far survived all hazards, including 
the giant employ ment dislocations resulting from our conversion to World War II 
mobilization and the subsequent return to peacetime activities. We seriously 
question that this could have been accomplished if a law similar to the Moody 
bill had been available to take the weight of the burden. <A helping hand at the 
wrong time can be a disastrous disservice. 

For these reasons and other reasons which we will not elaborate here because 
we know that they will either occur to your committee or will be advanced by 
witnesses appearing at the hearing, we urge that your committee should refuse to 
favorably consider this bill. 

We have been requested by Mr. William B. Cafky, executive vice president of 
Annual Report the Connecticut Chamber of Commerce, to advise you that that organization 
vatistics endorses the views expressed in this letter and joins in this request. 
ice Index Very truly yours, 
je The CHARLES H. SCHREYER, 
es were 
» published 
> Ste Louis 
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INTERNATIONAL PapeR Co., 
Mobile, Ala., February 11, 1952. 
The Honorable Waurer F. GEorGE, 
Senate Office Building, Washington, D. C. 


DrAR SENATOR GEORGE: I Was very happy to have heard personally your ex- 
pressions, as well as those of some of your colleagues on the committee, that de- 
termined efforts will be made to reduce the unnecessary expense of Government. 
I am attaching hereto analysis of H. R. 6174 and Senate bill 2504, the effect of 
which will be further Federal spending of tax money. 

I am sure that you gentlemen have to give your ear to so Many pressure groups 
that it is difficult for the individual citizen to ever be heard. However, I feel that 
the attached gives a fairly brief summary of the situation, and I urge that you 
study carefully the attached which have been previously prepared by industry 
associations in the South, but certainly represent my own thinking. 

Very truly yours, 
INTERNATIONAL PAPER Co., 
SOUTHERN WRAFT DIvIsIon, 
H. S. GALLoway, 
Assistant Secretary and Assistant Treasurer. 


Fresruary 8, 1952. 
Subject: Moody-Dingell Bill, Federal Supplementation of Unemployment Com- 
pensation. 

For your information, companion bills have been introduced into the House 
(H. R. 6174, Congressman John Dingell), and the Senate (S. 2504, Senator Blair 
Moody), seeking to provide that the Federal Government may supplement State 
unemp.ovment benefits. 

Hearings before the Senate Finance Committee are scheduled for February 12 
and 13 (proponents of the bill), and-February 19 and 20 (opponents 

I urge that you study carefully the attached comments, which have been pre 
viously prepared by industry associations in the South, and to immediately com- 
municate with your Senators and Representatives as to vour feelings in this matter 

VeRNON D. Kniaut, 
Chairman, First Congressional District 
Publi Affa s Committee, AIA, 





CoMMENTS ON Moopy-Di1NGELL Bruit, H. R. 6174 (S. 2504) 


Advance information on the draft of the bill, subject to possible last-minute 
refinements, changes, ete., shows the salient features to be as follows: 

1. The governor of any State may certify to the Secretary of Labor that within 
one or more labor market areas of his State there exists substantial unemployment 
among workers covered by the unemployment compensation law of the State 
with no prospect of immediate reemployment in the labor market area. 

2. If the Secretary of Labor finds that the certified situation exists, arrange- 
ments W itt the unemployment c ympensati ma NY of the State are to be ma le 
under which the State will, as agent of the U 

rh 


nited States, supplement each and 
every unemployment compensation benefit chec} 


k paid under the State law. 

3. State benefits payments will be increased by 50 percent in any event and 
dependency benefits will be increased by a full 100 percent. Partial benefits 
would be com 


{ 


uited on the basis of the new maximum weekly amounts which 
lished by the Federal supplementation. 


1. To prevent benefits to the person who is unemployed from exceeding wages 
he earned while working, it is provided that benefits without dependency allow- 
ances attached shall not exceed 65 percent of weekly earnings as computed under 
the State formula and that benefits with dependency allowances attached shall 
not exceed take-home pay, as determined by the Secretary of Labor. 

5. It is provided that all benefit determinations involving Federal supple- 
mentation are to be made as provided under State laws. 


) 


6. The Federal Government would make periodic reimbursements to a Stat 
for the amount of the Federal supplementation involved in benefit payments. 

7. The pregram is to continue until the President proclaims the end of the 
present emergeney or until the termination of the Defense Production Act, 
whichever date is later. 
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oo 


It will be urged that Federal funds will be made available only when and if 
anv State feels that Federal assistance is necessary. One governor will start 
it and others will stampede behind him. Labor groups will bring pressure, and 
since it would be ‘‘costless’’ to employers, who would there be to say ‘‘Nay.” 

Fattened benefits will be provided so that unemployed workers in affected 
areas will be able to “‘stand by” for reemployment that cannot occur under our 
defense production policy. They would ‘stand by” rather than be shifted to 
areas where manpower is needed. 

Regarding the two-thirds of weekly wage benefits, remember that an over- 
whelming majority of our State use high-quarter earnings for computing weekly 
earnings on which benefits are based, and this formula exaggerates weekly earn- 
ings—to the extent that benefits are already from 60 to 80 percent of actual 
weekly earnings. Thus, the proposed limitation to 65 percent, in accordance 
with these exagzerating formulas would in fact bring the supplemental benefits 
close to actual weekly earnings. 

The provision for terminating the program by Presidential proclamation or 
the Defense Production Act would make it appear that there is an intent that at 
some time the Federal benefits will end. Perhaps there are some individuals 
that believe this. These individuals should be reminded that we are still oper- 
ating under many emergency powers granted at .e Outbreak of the last war. 
Some executive emergency powers even antedate this. 

You could safely predict that onee these Federal benefits began they wi uld 
continue ad infinitum. State legislatures would immediately lose any incentive 
for taking care of their local problems. Pressure would be concentrated on 
Washington to provide the increased benefits that the State legislatures would 
not be interested in. Soon the Federal Government would have such a stake 
in State funds it would specify how, when, and in what amounts benefits were 
to be paid. 

femember that the passage of such a proposal as this would ring down the 
curtain on State unemployment systems, 


Remember passage of the Moody-Dinzell bill mea federalization of unem- 
ployment compensation. Federalization means an end to experience rating and 


a flat uniform tax rate. Federalization means converting unemployment com- 


pensation into a give-away program with liberalized benefits, lower eligibility 
requirements, and few disanalifications 
AMERI OpricaL Co 
\ hh Ti Via I ) y ] ia 
Hon. WaLTrerR F. GEORGE, : 
Chairman, Senate Committee on Finance, 
Senate Office Building Washington, D. ¢ 

DkaAR SENATOR Georce: [ am writing you concerning the Moody bill (S. 2504 
hearings on which | understand are to commence short his bill, the details 
of which I will not go into since you are familiar with them, appears sweet on the 
surface but contains ever so many pitfalls. 

1) After the maximum period of payment of State benefits in a State, the 
Federal Government would pay the whole amount 

2) With this intervention and probable eventuality of taking over unem- 
ployment payments, this would be the end of State operated unemployment 
compensation activity and it would disappear into the Federal Government. 
All loeal autonomy would be completely st. 

3) No governor could fairly be criticized for requesting Federal aid in this 
case, whether there exists an actual emergency or not. Pressure would force 


him to do it. and it only has to happen once. , Onlv one man has to give way 
and one more phase of loca vovernme nt has gone to W ashineton f 
1) There can be no doubt that this bill will encourage malingering and failure 
to seek gainful employment. 
As One whose record shows that he is opposed to the Gove rnin T ibsorbing 
and paving for State functions, | feel sure that vou cannot favor this legislation 
I sincerely hope that your committee will report unfavorab!v on this bi 


msineerely vours, 


Joun O. Martin, 


Assistant to the Pres dent, 
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FAIRMONT ALUMINUM Co., 
Fairmont, W. Va., February 14, 1982. 
Hon. WALTER F. GEORGE, 
Chairman, Senaie Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Str: We understand that there have been introduced in the Senate the 
Moody bill (S. 2504) and the Dingell bill (H. R. 6174) which would provide for 
a Federal supplement of 50 percent in payments to unemployed and where 
dependency allowances are given a supplement of 100 percent above unemploy- 
ment allowance in the State. Before payments could be made the governor of 
the State would be required to certify as to substantial unemployment and that 
there were no immediate prospects for reemployment. 

We understand, further, that the Moody bill (8. 2504) is scheduled for hearings 
before the Senate Finance Committee on February 19 and 20. We write to tell 
you that we are opposed to the proposals in these bills and respectfully ask, if 
you find it consistent to do so, that vou oppose these bills. 

In our opinion very few governors would refuse to make the required certifica- 
tion if, for instance, an adjoining State had made the certification and the citizens 
of the State (voters) were enjoying this ‘‘Federal aid.”’ This aid, if the bill 
passed, would be available to all unemployed and would not be limited to par- 
ticular areas where there was substantial unemployment. ‘The program would 
be under the direction of the Secretary of Labor who would make such rules and 
regulations as he thought necessary to carry out its provisions. 

The Secretary of Labor and his Department have favored many proposals to 
federalize many State functions, including this one, and if the Moody-Dingell 
proposals are adopted we would shortly be operating, as to unemployment 


insurance, under his direction. The enactment of this program, in our opinion, 
would mean the end of State control and of experience rating, so far as unem- 
ployment insurance is concerned. It would mean a considerable increase in the 


tax rate now applicable and if the National Labor Department gets control, 
benefits will undoubtedly be increased and more and more money will be required. 
It is another attempt to transfer functions, and proper functions, of the State 
government to the National Government 
We hope that you will find it possible to oppose these bills. 
Very truly yours, 
L. M. Brite, President 


Tue Bristo. Co., 
Waterbury 20, Conn., February 13, 1952. 
Hon. Water F. Grorce, 
Senate Office Building, Washington, D. C 

DEAR Sirk: It is our understanding that there are two bills before the Congress, 
one in the Senate known as the Moody bill (S. 2504) and the other in the House 
designated as H. R. 6174 which have as their purpose the supplementing of State 
unemployment compensation for the payment of further benefits to unemployed 
from the Federal Treasury. 

The Bristol Co. wishes to go on record as being unalterably opposed to any 
bill which has the effect of federalizing benefits to be paid as unemployment 
compensation. Sinee the inception of unemployment compensation as a Govern- 
ment program in this country, the individual States have administered this 
program in their own right and in our opinion have done a very commendable job 
both in good times and bad 

As you are no doubt fully aware, the unemplovment compensation program is 
entirely supported by taxation on emplovers solely throughout the Nation. 
Our company as one of those employers is paving taxes in 19 different States at 
rates varving from 0 to 2.7 percent of taxable earnings depending on the merit 
rating status in the various States. In addition we are of course obliged to pay 
3 percent Federal unemployment compensation tax. These taxes for the cal- 
endar year 1951 cost this company $53,215.68 on an average enrollment of 
1,026 emplovees or a cost of $51.87 per emplovee. This is expensive insurance and 
to further liberalize the benefits through Federal channels will certainly have 
to mean additional taxes. 

It is our considered opinion that the amount of unemployment compensation 
paid in the form of benefits to individual workers should be left entirely with the 
States as it is their problem depending on the degree of industrialization, type of 
program being administered, and the amount of funds available for benefits. 
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We understand that one of the reasons for the present interest in federalizing 
this program is the temporary unemployment situation in the Detroit area. 
From what is being published in newspapers and periodicals, it would appear 
that this situation is entirely due to improper allocation of materials, especially 
copper, to the automotive inudstry. We can see no reason why such an important 
long-range program as unemployment compensation which has weathered the 
storm for the past 15 vears should be altered to accommodate a relatively minor 
local situation, especially if the blame lies at the feet of the Federal Government 
itself. 

In cases of extreme hardship where an individual State may be called upon 
to underwrite unusually kigh benefits it would seem to us that a measure of 
relief could be worked out whereby that State could borrow necessary funds from 


the Federal fund to which all emplovers presently contribute Such a system 

would eliminate any necessity for the Federal Government to get involved in 
. . . o ‘ . - ’ . 

the administrative details of the complex unemplovment compensation systems 


that have been worked out by all of the individual States. 
Yours very truly, 
THe Bristrou Co., 
Bv E. G. GABRIELSON, 
Assistant Treasurer. 


MARQUETTE NATIONAL BANK, 
Chicago 36, February 12, 1952. 
Hon. Watter F. GEeorae, 
United States Senator, 
United States Senate Office Building, Washington, D. C. 


Dear Sir: Our attention has been called to the introduction of the Moody- 
Dingell bill, designated as H. R. 6174 and S. 2504. 

In our opinion this proposed legislation should be defeated for a number of very 
clear and specific reasons. 

The bill proposes largesse at the expense of taxpayers when tax levies are 
already the highest in peacetime history. 

The bill is proposed at a time when employment is at its highest level for many 
years. 

The bill would defeat the desired mobility of labor needed in connection with 
defense production. Most assuredly ‘‘John Doe” would rather be on very liberal 
unemployment compensation living in ‘‘ Hometown” rather than in ‘‘ Metropolis.”’ 

Is a temporary employment dislocation in one area (Detroit for example) 
sufficient to create a national emergency and a costly change of the entire unem- 
ployment compensation structure? We believe not. 

This proposed legislation would act as another step toward additional Federal 
intervention in State programs, centralized controls, directions and dictations. 
All too frequently legislation, presumed to cover only a short emergency period, 
has become permanent. 

Of late we have heard much of ‘‘guaranteed annual wages” for labor. Who is to 
guarantee and absorb employers losses? Certainly the two must go hand in hand, 
unless a sucker can be found to assume the second named ingredient to such a 
utopian scheme. Is the entire group of American taxpayers to be made the guinea 
pig for a test run of socialism which applies in benefits to only one segment of the 
population? 

Hundreds of thousands of taxpayers want Government economy—not bigger 
hand-outs through expanded Federal bureaus that are in their height of glory 
when posing as a misty-eyed philanthropist. 

If there is any element of vote getting in this matter, it is just possible that 
sponsorship or support of this bill will result in a net loss. 

Yours very truly, 
G. W. Bavau, 
Vice President and Cashier. 
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Tue Hupson Coat Co., 
Scranton 1, Pa.. Fy hruary ‘i. 195?. 
S. 2504. 
Hon. WALTER F. GreoraeF, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR GEORGE: The above bill has been introduced in Congress under 
the title “Defense Unemployment Com} epsation Act of 1952.”’ 

While this bill is considered as a temporary measure to alleviate unemployment 
conditions in certain areas, this legislation, if enacted, would seriously affect State 
control of unemployment compensation standards and cause excessive expendi- 
tures by the Federal Treasury. 

The bill proposes that the Governor of any State could certify to the Secretary 
of Labor that within one or more labor market areas of his State there exists 
substantial unemployment, with no prospect of immediate reemplovment 

\fter verification of the facts, the Federal Government would then supplement, 


bv grants to the State, all um emplovment compensation payments 1 ade under 
{ 


he State law whether claimants lived in or outside the distressed areas, as follows: 
a) 50 percent increase in the basic unemplovment comp sation amount. 
) 100 percent increase aa lependenes wlowances if ANY pP nposvivania adoes 
not provide dependency allowances The total amount of benefits would be 


subject to proposed limitations, including a provision that benefits, with depend- 


encv allowances, shall not exceed take-hom a 

c) The program would continue until the President proclaims the end of the 
present emergency or until termination of the Defense Production Act, whichever 
date is later. 

TI is legislation could have verv serious effect on State unemplovment costs 
Furthermore, beneficiaries, such as in Pennsylvania, who now receive $30 weekly 
maximum, would object very seriously to a reduction i inemnployment eom- 
pensatior if they onee receive { an aimun yf S45 weekly rinicle r the hill as 


proposed. 


No unemployment emergency exists in Pennsvivania and the unemployment 


} i i { ( 
compensation trust f nd. which is ow over SHOO 000.000. {Tic ntl rm pl to 
meet any contemplated demands. 

No unemployment exists in the anthracite fiel ret { of the 
industry shov that job ire available fe yo ne 5500 addi il em- 
plovees in underground work 

The Hudson Coal Co. i 1 large ¢ lk } ’ ] Vil its pro- 
portionate share o inemplo men ( Mmpexrns Ww \\ | | ’ Tn { 
hay l ( { effect o ! emp! r { ( > ( plover t 
could have i no uIs el . ! y i iNt | which 

d most like \ ri he ev t e | Lut 1} ie SsAary 
for the State to assun »unemy ent « 1 wee er per t he 
event the Federal Government lster decided to d e the 40 ne crease 

1 t it crease had t } cont ed bv he Sta | er? rres ti\ of 
vl er the proposed increase Ss] rw | Federal Gove f 
this crease can only ¢ Prom taNes asst vid 14 ? ‘ 

Your earnest suppor opposing p ‘ rf lat will | rreatly 
appr 16ed 

Yours \ tT 1\ 


THe Mepart Co., 
St. Louis 18, Mo., January 25, 1952 
Hon. James P. Kem, 
Senate Office Building, Washington, D. C. 

My Dear Senator: I have just read about the bill that has been offered by 
Senator Moody, of Michigan, proposing to add 50 percent to the basic payment by 
the State for payment to the State jobless pay in so-called critical areas. The 
article that [ read indicates that the national average of compensation payments is 
$21 so that the Federal addition would be $10.50, meaning that a workman, who 
is not working, would receive $31.50 each week. 

I have talked to a number of businessmen about this and we all agree that 
nothing could be more unsound and absolutely discriminatory against those 
American citizens who are required, at this time, to serve in the Armed Forces. 
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I know that you read the Kansas City papers or, at least, you may find time 
to glance through them. If you do have the opportunity to see the St. Louis 
papers, I suggest that vou also glance through them. We have a terrible shortage 
of willing workers in St. Louis. If you will look at the newspapers in all other 
areas, Outside of perhaps Detroit, you will find the identical situation. The 
unemployment program was set up originally for the purpose of furnishing relief 
during a time that would enable the workman to relocate in an area where his 
services are desired and needed or, to give him an opportunity to wait for business 
to get better in his own location. Since when is it the objective of this unemploy- 
ment compensation program to absolutely freeze the workers into a given area. 
Why should not these Detroit workers take an overnight train for St. Louis, 
Chicago, Cleveland or, any one of a dozen cities and look for a job there. They 
would be at work in 24 hours if they really wanted to work. 

What sort of hardship is this compared to what the military service law passed 
by the Senate and the House requires of those who are unfortunate enough to be 
drafted? What about the serviceman whose compensation is reduced by an 
average of 50 percent when he is inducted into the Armed Forces? By now, I 
think you understand why I say this law would be one of the most unfair laws that 
was ever passed. 

If this law should pass, is there any reason why, just before the next election 
Congress should not pass another law which would authorize this 50 percent 
additional compensation whenever a workman would be required to go more than 
5 miles to look for a new job? Then, what would be illogical about revising it 
just before the next election after that, so that the Federal 50 percent additional 
should be applicable if the workman simply doesn’t have work in the shop where 
he has been on the payroll for say, more than 30 days? When are you people in 
Washington going to take the viewpoint that the American citizen should earn his 
living when work is available within the United States. 

Yours very truly, 
WALTER SIEGERIST. 





Tue Durr-Norton MaANnvuracturRInG Co 
Pittsburgh 00, Pa.. February 11, 1952. 
Hon. WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
The United States Senate, Washington, Pe) 

DraAR Srr: I have recently learned that the Moody-Dingell bill (S. 2504 and 
H. R. 6174) has just been introduced in Congress under the title, ‘‘ Defense 
Unemployment Compensation Act of 1952.” Proponents of this bill have repre- 
sented their proposal as inexpensive—costing just a few million dollars in a defense 
program that amounts to many billions. Ignored was the prospect that on a 
Nation-wide basis the cost could easily run to over a billion dollars in the next vear. 

The plan also opens the door to Federal domination of the State-operated 
unemployment-compensation programs, which is distinctly contrary to the best 
interests of those concerned. Whereas our own State, Pennsvivania, has no 
defense-caused employment dislocations, there are several regions with chronic 
unemployment that could be used as the excuse for requesting Federal funds 

1 am firmly opposed to the creation of any additional welfare measures that 
destroy the individual’s desire for thrift and economy in his own personal living. 
We have already gone too far toward depending on our Government for our 
future welfare and security. Apparently, it is no longer popular to save for that 
inevitable “rainy day.’’ This was formerly one of the prime incentives for hard 
work and good earnings. 

I wish to go on record here as being firmly opposed to the Moody-Dingell bill 
just introduced, and which is scheduled for hearings before the Senate Finance 
Committee on February 19 and 20. I trust you will give this measure your 
thorough consideration and will concur with me in my thinking. 

Very truly yours, 
THe Durr-Norton MANvuracturtna Co 
W. I. Fioyp, President. 


, 








30 UNEMPLOYMENT COMPENSATION 


Tur Hupson Coat Co., 
Scranton 1, Pa... February re. 195 ?. 
S. 2504. 
Hon. Water F. Greorer, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C, 


DEAR SENATOR GEORGE: The above bill has been introduced in Congress under 
the title “Defense Unemployment Compensation Act of 1952.” 

While this bill is considered as a temporary measure to alleviate unemployment 
conditions in certain areas, this legislation, if enacted, would seriously affect State 
control of unemplovment compensation standards and cause excessive expendi- 
tures by the Federal Treasury. 

The bill proposes that the Governor of any State could certify to the Secretary 
of Labor that within one or more labor market areas of his State there exists 
substantial unemployment, with no prospect of immediate reemployment 

After verification of the facts, the Feder; | Government would then supple nent, 
by grants to the State, all unemployment compensation pavments made under 


1 


the State law whether claimants lived in or outside the distressed areas, as follows: 


1) 450 percent increase in the basic unemployment compensation amount. 
4) 100 percent increase in dependeney allowances, if anv Pennsvivania does 
not provide lependency allowances The total amount ol benefits would be 


subiect to pro} osed limitati ns, in ludine Aa provision that benefits. wit! depend- 
encv allowances, shall not exceed take-home pay 
c) The program would continue until the President proclaims the end of the 


present emergency or until tern ination of the Def is Production \et whichever 
date is later. 
This legislation could have verv serious eltect on Mtate unemplovment eosts 


] urthern ore, bene fi ari ‘=, such as in Pe nnsvivat if, who now receive S30 weet ly 


maximum, would object very seriously to a reduction in unemployment com 
pensation if they once received a maximum of S45 weekly under the hill as 


1 


proposed. 


No unemployment emergency exists in Penonsvivania and the unemployment 


compensation trust fund. which is now over S600,.000.000, i ficiently uM pl to 
meet any contemplated demands 

No unemployment exists in the anthracite fleld fact, a récent survey of the 
industry shows that jobs are available for approximately 3,500 additi il em- 
plovees in underground work 

The Hudson Coal Co. is a large emplover of hor and re pavil ifs pro- 
port ate share of unemplovment compensation cost While this bill WW not 
have anv immediate effect on direct unemplevment charves to emplover. it 
could } ive A ? > ious effk t if ! "1 | tT Uaxe } ich 
\ ild most likely o in the event that me] late j 1 he ne Y 
te the State to as rye n une plo ent ¢ t S45 me wee er per 
PY t the Federal Government later decided to d e the 50 px re ( 

qd that inet se ! it he cont ed bv esta | ther ’ irres ti\ of 
wh er the proposed increase 4 Re r we | Federal ¢ ernment 
this rease can only co! fro. Axes assessed i i | aryl ¢ 

Your earnest ipport in opposing passage of this legislation will | rreatly 
appreciated 


THe Mepart Co., 
St. Louis 18, Mo., January 25, 1952 


Hon. James P. Kem, 
Se nate O ffice Building, Washington, Dd. rf. 


My Dear Senator: I have just read about the bill that has been offered by 
Senator Moody, of Michigan, proposing to add 50 percent to the basic payment by 
the State for payment to the State jobless pay in so-called critical areas. The 
article that I read indicates that the national average of compensation payments is 
$21 so that the Federal addition would be $10.50, meaning that a workman, who 
is not working, would receive $31.50 each week. 

I have talked to a number of businessmen about this and we all agree that 
nothing could be more unsound and absolutely discriminatory against those 


e* 


American citizens who are required, at this time, to serve in the Armed Forces. 
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I know that you read the Kansas City papers or, at least, you may find time 
to glance through them. If you do have the opportunity to see the St. Louis 
papers, I suggest that vou also glance through them. We have a terrible shortage 
of willing workers in St. Louis. If you will look at the newspapers in all other 
areas, Outside of perhaps Detroit, vou will find the identical situation. The 
unemployment program was set up originally for the purpose of furnishing relief 
during a time that would enable the workman to relocate in an area where his 
services are desired and needed or, to give him an opportunity to wait for business 
to get better in his own location. Since when is it the objective of this unemploy- 
ment compensation program to absolutely freeze the workers into a given area. 
Why should not these Detroit workers take an overnight train for St. Louis, 
Chicago, Cleveland or, any one of a dozen cities and look for a job there. They 
would be at work in 24 hours if they really wanted to work. 

What sort of hardship is this compared to what the military service law passed 
by the Senate and the House requires of those who are unfortunate enough to be 
drafted? What about the serviceman whose compensation is reduced by an 
average of 50 percent when he is inducted into the Armed Forces? By now, I 
think vou understand why I say this law would be one of the most unfair laws that 
was ever passed. 

If this law should pass, is there any reason why, just before the next election 
Congress should not pass another law which would authorize this 50 percent 
additional compensation whenever a workman would be required to go more than 
5 miles to look for a new job? Then, what would be illogical about revising it 
just before the next election after that, so that the Federal 50 percent additional 
should be applicable if the workman simply doesn’t have work in the shop where 
he has been on the payroll for say, more than 30 days? When are you people in 
Washington going to take the viewpoint that the American citizen should earn his 
living when work is available within the United States. 

Yours very truly, 
WALTER SIEGERIST. 





THe Durr-Norton MANvuFACTURING Co. 
Pittsburgh 30, Pa., February 11, 1952. 
Hon. Wattrek F. Grorce, 
( hairman, Senate Finance Committee, 
The United States Senate, Washington, I>. 

Dear Srr: I have recently learned that the Moody-Dingell bill (5. 2504 and 
H. R. 6174) has just been introduced in Congress under the title, ‘‘ Defense 
Unemployment Compensation Act of 1952.’’ Proponents of this bill have repre- 
sented their proposal as inexpensive—costing just a few million dollars in a defense 
program that amounts to many billions. Ignored was the prospect that on a 
Nation-wide basis the cost could easily run to over a billion dollars in the next year. 

The plan also opens the door to Federal domination of the State-operated 
unemployment-compensation programs, which is distinetly contrary to the best 
interests of those concerned. Whereas our own State, Pennsvivania, has no 
defense-caused employment dislocations, there are several regions with chronic 
unemployment that could be used as the excuse for requesting Federal funds. 

I am firmly opposed to the creation of any additional welfare measures that 
destroy the individual’s desire for thrift and economy in his own personal living. 
We have already gone too far toward depending on our Government for our 
future welfare and security. Apparently, it is no longer popular to save for that 
inevitable “rainy day.’’ This was formerly one of the prime incentives for hard 
work and good earnings. 

I wish to go on record here as being firmly opposed to the Moody-Dingell bill 
just introduced, and which is scheduled for hearings before the Senate Finance 
Committee on February 19 and 20. I trust vou will give this measure your 
thorough consideration and will concur with me in my thinking. 

Very truly yours, 
THe Durr-Norton MANvFACTURING Co 
W. I. Fioyp, President. 


’ 
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THE BastiAN-BLeEssina Co., 
Chicago 30, Iil., February 12, 1952. 
Subject: Moody-Dingell bills 8. 2504 and H. R. 6174. 


Hon. Watrer F. GEorGsE, 
Chairman, Senate Finance Commtttee, 
Senate Office Building, Washington, D. C. 

Dear Srr: May I express my opinion regarding the subject bills which have 
been introduced and will probably be considered in the near future from a legis- 
lative viewpoint. I feel that the bills are wholly unnecessary at this time. 
Figures indicate that the unemployment at present is at a low level, and it is much 
better for each State to handle unemployment from their own funds rather than 
to have them supplemented by Federal funds. The situation in the Detroit area 
is not unusual as it corresponds to the normal seasonal trend for this time of 
the year. 

\s these bills are presented, in some cases we would find individuals who would 
prefer to be idle rather than to work, and there are some people who can easily 
find ways and means of doing just that. Many would like this kind of tax-free 
compensation in the substantial amounts suggested in preference to working. 
Because of these conditions, it would cost the States a great deal more to admin- 
ister the fund and to carefully analyze each case in making payments. 

It is true that the bills specifically mention that this should be applied only in 
critical defense areas where unemployment might arise, but there is no doubt 
that those areas would spring up like mushrooms once such legislation was enacted. 
What State would not specify some critical areas if they could get additional 
Federal funds? There is no reason why every State in the Union would not get in 
under these benefits sooner or later, and the cost would again tend to increase 
taxes. 

Once a State received such supplementation, employees would hesitate to move 
from an area where they are receiving these fattened benefit checks to other 
defense production areas where they would have to work for a living. Thus, the 
program would be contrary to the principles of our defense program which is to 
keep the labor force mobile. 

Once such legislation is enacted, it could probably never be discontinued. All 
of the States have worked with the unemployment problem long enough so that 
they have systems set up and working to the satisfaction of the employers and the 
populace of the States. If this supplement should go through, it would not be 
long before State control of unemployment benefits would be eliminated and it 
would be a Federal function which, in my opinion, is not right. Administration 
of unemployment insurance definitely should be a State function. 

These bills would tend to have States set up or increase dependents’ benefits. 
I cannot see that dependents’ benefits is a part of the unemployment insurance 
program. Such benefits are more in line with a welfare program. One of our 
serious problems of today is that too many people are expecting the Government 
to take care of them and because of that, they are inclined to spend every dollar 
they make without putting some away for the rainy days. 

We are losing a lot of good initiative in our young people and coming generations 
because of continuous and additional benefits being dreamed up. Individuals can 
provide their own security if given the chance but every added piece of legislation 
of this nature takes that necessity from the people and there is no reason for them 
to do so, 

I am definitely against these bills and would like you to consider my opinion 
in your voting. 

Very truly yours, 
H. G. SHELLHAMER. 





New ENGLAND CONFECTIONERY Co., 
Cambridge 39, Mass., February 14, 1952. 
Hon. Water F. GEorGeE, 
Senate Office Building, Washington, D. C. 

Sir: I am writing you, the chairman of the Senate Finance Committee, to 
register protest against favorable action by your committee on the unwelcome 
proposal in the bill introduced by Senator Moody, of Michigan, 8. 2504. This 
bill opens the door to nationalization of State unemployment benefits which is 
probably the most abused feature of all welfare legislation. It puts a premium 
on idleness and invites the lazy worker to become a kept citizen at the taxpayer’s 
expense, with his benefits free from tax obligations. 
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Take the case of an unmarried employee who earns $60 per 40-hour week. 
Under this bill he would receive a tax-free weekly benefit of $40 (two-thirds of 
his gress wages) while unemployed. This employee’s take-home pay for working 
will be no more than $46 after deducting a withholding tax of $9.60, a social- 
security tax of 90 cents and about $3.50 as a modest estimate of the other costs of 
work, such as transportation, lunches, and union dues. Thus, his cash incentive 
to work is only $6, or 15 cents an hour to a man or woman who has no family 
obligations. Since the benefits for employees with dependent children are almost 
equal to their working take home pay, such employees would have no incentive 
to work at all. 

This whole dole concept is repugnant to our American tradition of self reliance 
and is breeding a line of thinking among our people that they are entitled to a 
guaranteed existence. This is contrary to the spirit that built up our country 
and unless stopped will eventually lead to trading our freedom for beneficence and 
our dignity for a hand-out. 

I am not writing the other members of your committee in the hope that you 
will submit this letter in evidence as a cross section of the way most businessmen 
feel about S. 2504. 

Respectfully yours, 
H. R. CHAPMAN. 


Rockrorp, Iuu., February 13, 1952. 
Senator WatterR F. GreorGe, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator: This letter is to protest against the enactment of Senate bill 
2504 and House bill 6174, pertaining to Federal participation in the unemployment 
compensation program of the various States. 

I am a white-collar person working fora salary. Iam not an economic royalist 
in any sense of the word, but I do keep a keen interest in legislation and I believe 
it is time these matters should be considered from the welfare of the country rather 
than from the viewpoint of any pressure group. 

When unemployment compensation was first conceived, it was considered more 
or less of an emergency matter to keep a man and his family off the bread line, 
when they were out of a job. Throughout the years it has become liberalized 
and liberalized until some parties tend to become of the mind that a man should 
maintain his regular standards of living when he is unemployed 

Most of the States have an adequate set-up to keep a man and his family sup- 


plied with the bare essentials, or more when he is faced with unemployment I 
believe it is a serious mistake for the Federal Government to become involved in 
this program. Experience has shown that once the Federal Government has 
become entangled in any program, even on a temporary basis, it is here for all 
time tocome. For example, witness the AAA program that was conceived in 1933 
as a temporary messure for the farmers. Anyone is simply naive to not recognize 


that whenever the Federal Government becomes involved in any welfare program, 
politics takes over and common sense and business administration go out the 
window. 

We are confronted with a huge Government deficit and a huge Federal budget. 
We have been talking about pruning out all nonessentials. Certainly to add 
anywhere from $200,000,000 to a $1,000,000,000 of additional burden upon the 
taxpayers, which is where the Federal money will have to come from, on a program 
of this nature is not a ‘“‘must”’ item in anv sense of the word. 

Such provisions, for example, in the bill that if in any locality in a State it is 
found that there is substantial unemployment, then all benefit checks under the 
State are increased 50 percent to the unemploved party and 100 percent to 
dependents simply is nothing but a raid on the Federal Treasury. Why all benefit 
checks should be increased just because there is a situation developed in one 
locality in the State, doesn’t make sense. 

If this Federal involvement becomes law, then the matter will increase and 
increase and will become looser and looser in its administration until it too, will 
become a political football at the expense of the general public. 

It is unnecessary, it is uneconomic, and it will be a bad thing in the long run 
for the American people, and it will be almost impossible to ever shelve it. I 
won’t go into the various details of the program, nearly-all of which are repugnant, 
because you all know what they are. 

I believe that for the good of America, these bills should be promptly squelched 
and killed in committee if possible. 

Yours very truly, 
L. C. RInNGLE. 
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U. O. Cotson Co., 
Paris, I[ll., February 14, 1952. 
Re Moody-Dingell bill, 8. 2504 and H. R. 6174, Defense Unemployment Compen- 
sation Act of 1952. 
Hon. Water F. Grorce, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. Georce: This letter is to voice my vigorous protest against the 
Moody-Dingell bill introduced in the Senate and the House of Representatives 
on January 23. In my opinion and that of a large number of businessmen in this 
area to whom [ have talked, this bill represents another step in the program of 
creeping socialism which is already strangling the economy of our country. It 
is another example of the insidious machinations of some Senators and Congress- 
men who are willing to sell this country down the river for a purehased vote. 

These bills violate fundamental unemployment compensation principles 

a) Because they inject the Federal Government into the State programs and 
will lead to Federal control and federalization of State unemployment compensa- 
tion programs; 

b) Because the granting of dependency allowances converts the insurance pro- 
gram into a welfare or needs program; 

c) The bills are discriminatory of the unemployed workers in one State as 
against another. 

The fact that the Governor of any State may certify to the United States Secre- 
tary of Labor that there is substantial unemployment with no prospect for reem- 
ployment in one or more labor areas in his State means simply that as soon as this 
bill is taken advantage of in one State, the Governor of every other State will be 
pressured to the same by his constituency even though the facts do not warrant 
such a state of emergency. Further, these bills will put an individual premium on 
unemployment, in many cases making it more profitable for a man to become 
unemploved in certain areas. It is a program designed to further demoralize 
the working class of this country. 

My business associates and I respectfully request your positive aid in defeaitng 
not only this but all other socialistically inclined legislation. 

Respectfully yours, 
U. Gorpvon Couson, President. 


W. J. Cocuran Construction Co., 
Booneville, Mo., February 13, 1952. 
Re Senate bill 2504, unemployment insurance. 
Hon. WALTER F. GreorGe, 
Washington, D. C. 


Honorable Sir: When the unemployment compensation bill was first talked 
of and then passed I thought one of our business problems had been solved, but I 
find it has not proved so. For years my father had made it the rule to see that the 
regular men in his organization had employment during the slack season. This 
often meant digging deep into reserves to do so. When my brother and I took 
over the business we were trying to continue this policy. Many times if the 
slack season was long it used up our surplus funds and worked a hardship on the 
business and so we felt the unemployment insurance was the solution. To my 
disappointment I find instead of a solution it has doubled our burden, for now if 
our season is slack we must still carry these keymen and also pay insurance. 
If we lay them off so they may seek the insurance, then they must also seek and 
accept other employment and this ruins our organization. If we do happen to 
pick up work for a short time our men are not available. When we have trained 
these men for our work it is hard to see them picked up by another who perhaps 
at the time is fortunate enough to have a carry-over job. It also means when 
work does open up you must begin at the bottom to build a new organization. 
We were better off and our men as well taken care of under our old system. 

Very definitely this law has failed to help small-town contractors who are big 
enough to come under the law but small enough that their volume of business 
does not allow overhead costs to cover this condition. 

We in Missouri who are caught in this position are glad to work under a State 
unemployment system which gives us some relief through the experience rating 
and we very definitely do not want to be swallowed by Federal control such as 
the Moody-Dingell bill will bring. It would seem we would be paying the relief 
bill for sections of the country where more unemployment relief is required. 
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We fee! it unfair for our rural section to carry the load for the highly industrialized 
section, or for a commercialized rural section with very definite seasonable work. 
I have watched with interest the results of unemployment claims made on our 
firm and in 8 cases out of 10 the men who asked for compensation are the least 


efficient type of workmen. They are those who are shiftless, slipshod, inefficient, 
and otherwise worrisome. They are the ones we lay off as quickly as we feel we 
can operate without their help. Chere are times when we tnust fill in with this 
type of worker when others are not available. 

I trust I have not been burdensome to you in expressing my opinion, but after 
all I have no business agent, or lawyer who is paid to do it for me and I must 
depend on getting my viewpoint to you in this manner. 

Our firm certainly will appreciate your consideration. We feel we are entitled 
to it as well as the organized group After all, our firm originated about 1870, 
when our grandfather started in business on his return from the Civil War 
our father continued the business, and now we have hopes that my nephew, who 
is working for us, will be the fourth generation to carry o We believe we have 
given the community acceptable service or we would not still be here. We would 
like to stay, however, if the squeeze is continued on such size firms as ours by both 
organized labor and big business, we are doomed. 

Your consideration of our Opinion is solicited. 


Yours very truly, 
JESSIE COCHRAN 

The CuarrmMan. I would like for the record to also show that 
letters in opposition were received from the following chambers of 
commerce, Which communications have been placed in the committee 
file: Bay City, Tex.; Hopkinsville, Ky.; Oskaloosa, lowa; Wayne, 
Mich.; Somerset, Pa.; Litchfield, Ill.; Columbus, Ind.; Creighton, 
Nebr.; South Carolina State Chamber of Commerce, Columbia, 8S. C.; 
Powell, Wyo.; Salt Lake City, Utah; Hammond, La.;St. Louis County, 
Clayton 5, Mo.; Cambridge, Ohio; Canton, Ohio; Logansport, Ind.; 
Belmond, lowa; South Bend, Ind.; Evanston, Ill.; Royal Oak, Mich.; 
Corning, N. Y.; Crookston, Minn.; Anthony, Kans.; Clinton, 8. C.; 
Johnson City, Tenn.; Hattiesburg, Miss.; Manitowoc, Wis.; Mount 
Vernon, Ind.; Seaside, Oreg.; Sioux Falls, S. Dak.; Chelsea, Mass. ; 
and Canton, Miss. 

Senator Moody, you, as the principal proponent of this measure, 
may proceed. The committee will be very glad to hear vou. 


STATEMENT OF HON. BLAIR MOODY, MEMBER OF THE UNITED 
STATES SENATE FROM THE STATE OF MICHIGAN; ACCOM- 
PANIED BY TOM DOWNS, MEMBER AND FORMER CHAIRMAN, 
MICHIGAN UNEMPLOYMENT SECURITY COMMISSION, AND 
GUY A. TRACY, FORMERLY ACTING DIRECTOR OF PLANNING 
AND RESEARCH DIVISION, MICHIGAN UNEMPLOYMENT 
SECURITY COMMISSION 


Senator Moopy. Thank you, Mr. Chairman, very much. 

This is a bill basically to pay part of the cost of the national defense 
mobilization, and to meet an acute human need in the highest tradi- 
tions of our American Government and our Congress. 

It is sponsored by 15 Members of the Senate, several of whom 
have asked me to present statements in their behalf. Senator Douglas 
aid Se:ator Kefauver and others have asked me to express the fact 
that I was speaking for them, too, although Senator Douglas may 
have one or two perfecting amendments he wants to offer and, as 
you know, Mr. Chairman, I have provided one perfecting amendment 
myself this morning which I will explain a little later 
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I am very grateful to the committee, and especially to the dis- 
tinguished chairman, Senator George, for his consideration and for 
your prompt hearings. 

I might say that this is not an administration bill. It was drafted 
by myself, with the advice of a number of experts on this subject. 
[It went through 9, and if you would call this amendment another 
one, 10 drafts. I am glad to be able to report that I wrote the 
President about this, about 2 weeks ago, and a few days ago I received 
from him a letter which expresses his support in principle of the bill. 
He said that he had not had time to study the measure in detail, 
but that I was on the right track. 

| would like, if I may, to present for the record—TI will have the 
original in just a moment—a copy of this letter from the President 
to me. 

The CuHarrMan. You may put it in the record, enter it into the 
record. 

Senator Moopy. Thank vou. 

(The letters referred to are as follows:) 

FeRRUARY 5, 1952. 
The PRESIDENT, 
The White House, 
Washington, D. C. 

My Dear Mr. Presipent: As you know, the national need for increasing our 
military strength, as an indispensable factor in averting general war, has resulted 
in a severe cut-back in the amount of metal that can be used by industry for 
civilian production. 

Perhaps the hardest hit of all communities by this situation is industrial 
Michigan; therefore I have devoted my efforts to a solution. But there are other 
communities in the same unfortunate position; a condition of substantial unem- 
ployment at a time when the Nation generally is producing at a high rate and more 
than 61,000,000 people are employed in our Nation 

With Governor Williams, I have called this situation to t 
of Mobilizer Wilson and Administrator Fleishmann and toget 
us vigorous cooperation. 

The ceiling on the number of automobiles to be produced in the second quarter 
of 1952 has been lifted from 800,000 to 930,000 cars and I am urging additional 


he special attention 
her they have given 


metal allocations to achieve at least that figure or exceed it. A new manpower 
directive, No. 4, has established the policy of placi i defense contracts in surplus 
labor areas on a negotiated basis. <A special task force has been set up to channel! 


defense work into Detroit and other areas where there is a disproportionate 
amount of “defense unemployment.” And other actions are being taken, all to 
create more jobs where they are most needed and to use our productive facilities 
to the maximum degree. 

However, in a period of semimobilization such as this, certain dislocations in the 
industrial structure are inevitable. Despite the best we can do, there will be 
substantial unemployment in some areas for some months to come. Particularly 
at present prices, the State systems of unemployment cempensation are entirely 
inadequate. The national average payment is $21 a week. In these days, no 
one ready and able to work, now deprived of his job because of national need, 
should be forced to eke out an existence for his family on $21 a week, as I am 
sure you will agree. 

I have therefore introduced in the Senate, in company with 14 other Senators, 
and Representative Dingell has introduced in the House, a bill known as 8. 2504, 
which would provide a temporary Federal augmentation of State payments during 
the emergency period. 

This measure in nowise attempts to change or review the unemployment com- 
pensation system on a permanent basis. It is an emergency measure, designed 
to prevent injustice and avert suffering, during the mobilization period. 

I am enclosing a copy of 8. 2504. I would appreciate your reading it, making 
any suggestions you may have to perfect it (it has already been through nine 
drafts), and letting me have your opinion regarding it. 
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Should you be able to lend this measure your support, I believe you would be 
acting to provide equity for families heavily hit by the conversion, and to assist in 
stabilization of the entire economy. 

With best wishes, 

Respectfully yours, 
Biatr Moopy, 
l n ited States Sé nator. 


THe Wuite Howse, 
Washington, February 18, 1952. 
Hon. BLatrr Moopy, 
United States Senate. 


My Dear Buarr: I have your letter concerning S. 2504, the bill providing 
supplementary Federal benefits to raise unemployment compensation benefits in 
those States having areas with substantial amounts of unemployment. 

I have looked over the bill with a great deal of interest, and have talked with 
the Secretary of Labor about it, although I have not been able to study it in 
enough detail to express views on all its specific provisions. But generally 
speaking, it seems to me that you are on the right track. 

We are facing a paradoxical situation right now. Across the country, generally, 
production is booming and employment is very high. Yet in some industries, 
affecting particular localities more than others, unemployment has been increasing 
sharply. The national mobilization effort is undoubtedly a factor in both situa- 
tions. 

The defense program has not been the only factor leading to fewer jobs in some 
localities, but it certainly has contributed to that result. There is no more 
dramatic illustration than the situation out in Michigan today. You are quite 
right to be worried about it. We are all worried about it. Naturally, our main 
effort has to be to find useful and productive jobs for all the unemploved who need 
and want work. But I agree that the Federal Government should help make 
sure that the people who are losing jobs right now are not penalized by the in- 
adequacy of State unemployment benefits. 

S. 2504 proposes to correct that inadequacy on an emergency basis, by using 
Federal funds to supplement State unemployment benefits. This approach seems 
reasonable to me, as a short-run solution, until the States can act to increase the 


benefits paid out of their own insurance trust funds. Most State benefits are 
plainly inadequate. They should be raised—emergenecy or no emergency. But 
1 am afraid there is no practicable way to raise them quickly to meet the present 
situation, except through the device of Federal supplementation. We bave had 


plenty of experience to demonstrate that the States themselves simply cannot or 
will not act fast enough. 

Of course, this kind of stopgap, emergency action is not a substitute—and I am 
sure you do not regard it as a substitute—for the general basic improvements in 
unemployment insurance which I have been urging on the Congress for several 


years. If those improvements had been in effect todav, there would be far less 
need for emergency Federal action. In the long run, the present State systems 
of unemployment insurance will have to be substantially improved and expanded 
to give us an up-to-date, effective program. And in the long run, the primary 


responsibility of the Federal Government should be to make sure this gets done. 

I hope these comments will be helpful to you. I believe very strongly that 
this Government has a positive obligation to combat unemployment everywhere 
and all the time. And we have a duty to give our workers and their families a 
decent, measure of protection against the loss of earnings that unemployment 
brings. 

Sincerely yours, 
Harry 8. Truman. 

Senator Moopy. In regard to the amendment that I have submitted 
to the committee, Mr. Chairman, it bears on extending the duration 
of the bill. 

As you know, we have discussed this bill and when we discussed it 
initially I did not see how the duration of State benefits could be ex- 
tended by the Federal Government without, in a sense, federalizing the 
system. 
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To federalize the system is not the purpose of this bill, and, therefore, 
in the initial drafts I did not see how it would be possible to extend the 
duration of the payments as set up by the States. However, | do be- 
lieve we have the method now by which this can be done. It is the 
same principle that 1 have embodied in the other features of the bill 
regarding the amount of payments, namely, a percentage of the State 
standard, and [ will discuss this amendment in a few minutes. 

1 am particularly glad to have an opportunity to explain this to the 
committee because the provisions of this bill, Mr. Chairman, have been 
rather widely misconstrued in some cases, ame if the people who have 
been commenting on it understand it, they have been misrepresented. 

| hope to answer some of these statements today, and at the con- 
clusion of your hearings I would appreciate an opportunity briefly to 
comment on statements that are made in opposition to the bill. 

At the outset, therefore, because of statements that have been 
made regarding the bill, | would like to tell you what the bill does not 
do. It would not federalize unemployment compensation, nor is that 
its purpose. 

It would not, of course, pay anyone more for not working than for 
working. That statement has been made a number of times in a num- 
ber of places, and it is a highly maccurate and indefensible statement 
for anybody to make who has read the bill. It certainly would not 
pay anybody $84 a week in the State of Michigan; that is certainly not 
in the bill, and when you see it vou will see that it is not in the bill. 

It would not cost a billion dollars a vear. That is another statement 
that is not true, of course. 

It is presented by 15 Members of the Senate. Mr. Chairman, as an 
emergency measure, to meet what we consider to be a very serious situ- 
ation that is developing in a number of localities in the country. It 
does not propose any permanent change in the unemployment com- 
pensation system whatever. It is strictly a temporary measure to 
meet an emergency situation. 

Now, as you know, Mr. Chairman, there are about a billion dollars 
that have been collected from employers through the unemployment 

compensation tax which have not been used. That billion dollars is a 
part of the money reserved by the Federal Government theoretically, 
for administration purposes. 

For the record, I think it might be said here that the payroll tax is 
collected by the Federal Government, but most of it is refunded to the 
States. A small portion of it is reserved by the Federal Government 
for administration purposes and you will recall, | am sure, Mr. Chair- 
man, that in 1945 when you had a similar problem before your commit- 
tee you set up what was known as the (¢ aus insurance fund to take 
care of a similar situation, and vou did authorize the use of that par- 
ticular money for the purpose of taking care of possible emergency con- 
tingencies in this field. 

These billion dollars, I might point out, are morally committed to 
unemployment compensation so that, I believe, they can well be used 
in this emergency. 

Now, the objectives of this bill, Mr. Chairman, are to carry out 
what I conceive to be the policy that Congress has already expressed 
in a number of different instances. For example, that policy is that 
no segment of our economic community should be forced to shoulder 
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an unfair or inequitable share of the inevitable burdens which come 
from a mobilization effort such as the country is now going through. 

The purpose of the bill is to play square with workingmen who have 
been deprived of their means of livelihood temporarily because of a 
national need. We all know that we dare not trust our future to the 
good intentions, if any, of the men in the Kremlin; we know we have to 
strengthen our country, and it would be wasting the committee’s 
time to go into the general reasons why we must arm the country or 
the general reasons why it is necessary to allocate materials for the 
national defense. 

The Senate and the Congress and the committee are very familiar, 
of course, with that situation. 

| would like to point out to the committee, however, that it has been 
the policy of Congress, frequently expressed, that no unfairness be done 
to any group. In some cases, perhaps, the Congress may have leaned 
over backward, and perhaps gone a little too far in that direction in 
some respects. 

If you take group by group vou will see that in the matter of setting 
price ceilings the Senate wrote an amendment to the National Produe- 
tion Act which requires the Price Administrator to include all costs of 
every description in the setting of a ceiling. That is so that there ean- 
not be any possible penalty on the manufacturer because of the 
economic situation behind the mobilization effort; and the same thine 
of course, is true in the amendment to the National Production Act 
which provides for the historic percentage mark-up for wholesalers, 
retailers, and other dealers. 

When a manufacturer, Mr. Chairman, buys machine tools to fulfill 
a war contract or a defense production contract, that manufacturer, 
of course, includes in the cost of his contract the equipment which he 
buys to fulfill the contract. The Government pays for it. He is not 
expected to do so and, of course, when new plants are built, those plants 
are allowed accelerated amortization. 

I am not criticizing these policies at the moment, but I am merely 
pointing out that the policy of the Congress has been to see to it 
that no segment of the economy, no group of people should be asked 
to shoulder a disproportionate share of the burden of a situation 
which has arisen from a national need, from the necessity of arming 
the country. 

You all know, of course, that the Congress has assumed respon- 
sibility for the building of defense housing in various defense areas, 
the building of schools, because it is a national problem. 

Just a few davs ago, before the Banking and Currency Committee, 
we were having a hearing; Mr. Chairman, on the mortgage situation, 
and we were asked by a representative of the Chase National Bank 
to extend the coverage of the mortgages on projects in defense areas. 

This gentleman pointed out that there might be a change in Govern- 
ment policy, there might be a shut-down of production in some areas 
where they were building houses, and taking mortgages on the large 
development in those areas. At the present time the FHA does 
have authority to buy mortgages on individual homes, but my under- 
standing is, and the point the gentleman was making was, that the 
individual mertgagor does not have the right to discount with the 
FHA a mortgage on a large development, a multiple-unit develop- 
ment, in an area of that sort. 
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He said that he felt that at the option of the mortgagor who had 
put his money into this sort of area, and might lose it because of a 
change of Government policy if the mortgage should become less 
valuable, that the Government ought to assume the risk. 

I said to him, ‘‘ You mean that because of the fact that this is a 
national need, because we must arm, because we have to have this 
production and have to have houses in those areas, that the risk 
basically should be a risk of the Government?” and the gentleman 
said that was right. 

I would like to point out to you that, if that applies in that sort of 
a case, if it applies to the other instances I have been speaking about, 
I think, as a general thing, it is a sound policy of the Congress I do 
not think we, as a nation, have to permit any single group of people 
to assume a disproportionate share, and | am sure no member of the 
committee would want it to. It certainly applies to people who, in 
effect, have been taken out of their jobs by the Government. 

Now, I do not say that in criticism of the Government, because | 
think we all agree that the Government must strengthen our country, 
and I think that while there may be criticisms of the way it is done, 
in general, the policy and the principle of what we are doing is ac- 
cepted. Yet we have a situation in some industries where the Govern- 
ment says to the manufacturer, ‘‘ You cannot have the metal that you 
ordinarily have to make your product; we need that metal for national 
de fense,” and the manufacturer then is forced to say to his employees, 

“Well, we cannot employ you now because we do not have the work. 
because we cannot get the metal.’ 

It is traced directly back to the Government, and in some other 
industries a more indirect effect has taken place because of the 
mobilization. 

After Korea there was a wave of scare buying, as the committee 
knows, and in certain industries there was a rush upward not o ly of 
prices but of accumulation of inventories, and that undoubtedly 
would not have happened had it not been for the fact that we went 
into the matter of defending freedom in Korea. As a result of that, 
as a result of the economic impact of the Korean situation, these 
inventories have made it necessary to lay people off and they also are 
casualties of a national economic situation. 

So the first purpose of this measure, Mr. Chairman, is to play square 
with the unemployed worker in the same way that Congress has 
endeavored to play square with all of the other segments of the 
economy. 

The second purpose of this measure is a national purpose, and that 
is to preserve our productive arsenals. 

Now, some of the areas of the country that have been the hardest 
hit are the areas which did the most in producing during the Second 
World War, to defend our country. One of those areas is, of course, 
my home town of Detroit, and all of industrial Michigan, but it is 
not the only one. 

The mayor of Detroit said a few days ago that the time would 
come before this mobilization thing was over when there would be a 
shortage of workers in Detroit. This is a temporary situation but, 
nevertheless, these men and those workers are going to have to be 
there because it is there—and I am speaking not alone for that com- 
munity, I am speaking for others similarly, but it isa good example— it 
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is there where the weapons must be produced if they are to be pro- 
duced, where the management know-how is, where the machining is, 
and where the skilled labor is. 

Now, if because of a period of prolonged unemployment it becomes 
economically necessary for the heads of families to scatter away from 
those arsenals of production, then when the time comes that the plants 
are tooled up and ready to produce these weapons, the men who have 
had to go away to protect their families will not be there, and it will be 
a very serious blow, in my judgment, to our country’s ability to pro- 
tect itself. So, I would not want anyone to believe that the only pur- 
pose of this bill was merely to pay adequate unemployment compensa- 
tion benefits. A collateral purpose of this bill is to protect our strue- 
ture of military production and to preserve the power of this country 
to turn out arms which is, in my judgment, one of the greatest bul- 
warks in the world to peace. 

Now, there is a third purpose. One reason that I have been a 
little surprised at some of the opposition to this bill is the fact that the 
effect of it will be to stabilize the business community. All during the 
period when unemployment compensation was first being considered, 
it was pointed out that it was a stabilizing factor in the business 
community. 

By the way, I would like to say for the record, that I have with me 
advising me this morning, Mr. Tom Downs, who is a member and 
former chairman of the Michigan Unemployment Security Com- 
mission, and Mr. Guy A. Tracy, who was acting director of planning 
and research division of the Michigan Unemployment Security Com- 
mission. Mr. Tracy has furnished me with some figures which point 
out that the payroll losses in Michigan in January 1952 are due almost 
entirely to the orders of the Government taking metal away from 
civilian plants. 

Those payroll losses were $13,072,000 a week in the State, and 
$8,132,000 in the Detroit metropolitan area alone. 

Now, the compensable claims in the week of January 1952, in the 
unemployment system of the State totaled 80,077, and at an average 
weekly rate of $25.68, was approximately $2,000,000. 

Now, that leaves a loss of more than $11,000,000 a week to the 
economy of this State, and the corresponding loss to the economy of 
Detroit alone is about $7,000,000 a week. Again, I am citing this as 
aninstance. There are other communities in other parts of the coun- 
try which are in a similar situation. 

Mr. Chairman, we are now in a period of nearly full employment 
nationally. There are 61,000,000 people working, or more. ‘There 
might be one or two soft spots in the economy, of course, but 1 do 
not believe it is at all likely, in view of the situation that exists 
nationally, that there would be such heavy pockets of unemployment 
without this mobilization program. These pockets of unemployment 
have been caused by the fact that the Government has had to take 
action to protect our country. 

The bill to take care of this situation, Mr. Chairman, provides for 
a 50-percent augmentation, within limits, of the amount set for 
unemployment compensation by the States. In addition, it provides 
an incentive for family life. It provides that where States provide 
an additional increment for dependents that the Federal Government 
match that dollar for dollar. That is a system already in vogue in 
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some States, including my State.. There are a number of other 
States that do not have special dependency allowances. 

Senator Tarr. Mr. Moody, let me ask you, is this an accurate 
chart? The table with respect to Michigan gives 6 to 7 percent, 
and 27 to 35 percent average weekly wage. 

Senator Moopy. Senator, I do not know what table you have, sir. 

Senator Tarr. A fellow who already had 67 percent would 
50 percent more, and he would get the full wage. 

Senator Moopy. | do not know where you got the table, but that 
has nothing to do with this bill. 

Senator Tarr. This is the table from the Department of Labor 
purporting to give the Michigan me The computation insofar as 
the weekly benefit amount is said to be 67—53 percent of average 
weekly: wage plus $1 or $2 per iependens: weekly benefit amount 
for total unemployment $6 to $7 minimum, and $27 to $35 maximum. 

Senator Moopy. $67? 

Senator Tarr. $6 to $7 minimum; $27 to $35 maximum. 

Senator Moopy. That is right. 

Senator Tarr. And you would add 50 percent to that? 

Senator Moopy. Yes. On the maximum figure for a single man, 
Senator, which is $27 a week in the State of Michigan—as you 
know, it varies in various States of the country—this bill would add 
50 percent. i 

Senator Tarr. Michigan seems to be already the highest, except 
Nevada, and one or two other States; is that correct? 

Senator Moopy. Well, Michigan does have a rather high level of 
unemployment compensation compared to some other States, Senator, 
but I do not think that it can be well contended that at present-day 
prices, regardless of what the levels of unemployment compensation 
are in other States, that $27 a week is an adequate payment for a 
man who is laid off from his job. 

As | understand them, the State systems are not intended to assume 
a Federal responsibility. This is not an ordinary economic shift 
from job to job the way the situation is now. 

Here is the situation where the men would be working if the Gov- 
ernment had not stepped in, and, I think, Senator, that the Govern- 
ment should recognize 

Senator Tarr. While the Government is doing this thing, should 
they not see that there is full employment, is that not the Govern- 
ment’s job first? I mean, is it not better to provide a job than to 
pay somebody for not workng? 

Senator Moony. It is. As I think you know, I am not, of course, 
Senator, advancing unemployment compensation as a solution to the 
problem. Our effort still must be directed toward obtaining more 
defense contracts and the better channeling of materials. We should 
have more efficient programing, and as much metal as possible that 
‘an be given to the civilian production as is possible, in line with the 
military needs of the country. 

Senator Tarr. You say this is Government-created unemployment, 
and | question whether it is not a fact that the Government should 
create employment instead of paying people after they create un- 
employment. Is there not some way in which that could be done 
instead of doing it this way? 
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Senator Moopy. Senator, as you may have noticed, the Governor 
of Michigan and myself have been doing our utmost to see to it that 
into this and other areas where there is a labor surplus, and where 
there is a great power to produce, military contracts be channeled 
just as rapidly as they can. 1 think you may be cognizant of the fact 
that Mr. Charles Wilson, the Mobilization Director 

Senator Tarr. They are getting it at the rate of a billion dollars a 
week. Is that not fast enough to send them where they ought to go? 

Senator Moopy. Frankly, I think that the program should be 
moving faster. Certainly it could be moving faster into the State of 
Michigan, and that is the very point that we have been trying to 
make, and I thoroughly agree with what | understand to be your 
point, sir, that we ought to create employment just as fast as we can, 
and we should not cut down civilian production to any extent more 
than is absolutely necessary for the prosecution of our defense 
economy. 

sut the fact is that despite the best we can do there are going to be 

heavy pockets of unemployment around the country. And I feel 
that if vou or I were in a war plant, or in a civilian plant, and had the 
responsibility for raising a family, we would deserve consideration 
from the Government, if the Government—and this is not a criticism 
of the Government, because the Government must strengthen our 
ability to defend ourselves in this world situation—if the Government 
came in and said, “Your employer cannot have the metal that you 
work on every day, and thereiore we are going to have to take it 
away from them, and you are going to be out of a job,” then I think 
that is a little different, Senator, from an ordinary situation of unem- 
ployment compensation. 


Senator Tarr. I am not saying that. Iam just suggesting that the 
Government ought to take care of it somehow when thev have such 
tremendous contracts to give, and when you have got full employ- 


ment in the country, and it seems to me the Government ought not 
to create unemployment, that is all I am suggesting. 

You say you are not criticizing the Government. Why not criti- 
cize it?) That is the question I am asking. 

Senator Moopy. I said a few minutes ago that I thought the thine 
ought to move faster, but I am not criticizing the Government for 
arming the country to defend itself. I do not think you would, either. 

Senator Tarr. No, lam not. I was only saying why are you not 
crit cizing the Government for creating unemployment? There is a 
tremendous amount of money going out and the contracts made. 

Senator Moopy. Sure, but there never has yet been a conversion 
which did not take lead time. 1am sure you are familiar enough with 
the production problems to know that you cannot stop making auto- 
mobiles one day and start making guns the next day. It takes some 
conversion period. 

Senator Tarr. As I recollect it, we had the same appeal at the time 
when we made over the whole industrial plant for war purposes, but 
nothing was ever done by Congress. The men seemed to have gotten 
on very well, and gotten on without it; they got them back to work in 
a hurry. 

Senator Moopy. Well, I am sure you will agree to this: That these 
economic problems are difficult at best, in preparing for war, but they 
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are much less difficult in an all-out mobilization than they are in a 
period of semimobilization such as we have at the present time. 

Senator Tarr. I do not see why offhand. It does not seem to me 
to make sense. It would be more difficult if we changed all over It 
takes everybody out for a pretty good period. It takes quite a while 
to make taiks instead of —— 

Senator Moopy. Let me give you some examples, Senator. 

Senator Tarr (continuing). Instead of making automobiles. 

Senator Moopy. The General Motors plant, the Oldsmobile plant, 
in Lansing, is making both civilian and military goods. They were 
running three shifts a day on one contract and employing a lot of 
people that had been laid off from other plants in the area on this 
military work. 

Now, because the mobilization is a partial one and because the need 
for that particular type of military item is not as great today as it 
would be if it was an all-out mobilization for immediate fighting—and 
I am sure neither you nor I would want the Government to spend any 
more money than it must spend for military purposes—you have a 
situation where they have to cut back military production. 

Now, that is not only true in that plant, it is true in the Willow Run 
plant near Detroit, which is operated by Kaiser-Frazer; they have a 
tremendous capacity there to produce airplanes, but the contracts 
have not been stepped up rapidly enough. But in a period of semi- 
mobilization, instead of an all-out drive to get just as much as vou can 
just as fast as you can, there is the question of whether or not to freeze 
a model at a certain point; there is the question of just how much is 
needed, and there is continually, of course, the pressure to cut down 
what is actually needed, because, heaven knows, the military budget 
is costing us a great deal as it is. 

The tooling in some of these plants is divided. There is, of course, 
the fact that vou cannot shut down half of an automobile line and make 
half as many cars; but nevertheless the fact is that the efforts and the 
general tooling of these plants are not now devoted to defense work 
completely. 

They are devoted partially to civilian work, and in some plants 
partially to war work. 

I would like to say in connection with this bill, as the chairman 
knows, I have made every effort not to federalize the system. | 
realize that there are those who feel the system should be federalized, 
and they have strong arguments on their side. There are very strong 
arguments against federalization of the system. I thought it would 
be a disservice to this bill to have any flavor in it of an an attempt 
to federalize our unemployment system. Therefore, if vou will read 
the measure, as I am sure you will, you will see that the entire thing 
is based on a continuance of the State-administered system on State 
standards set by the State, with a percentage of inscrease by the 
Government because of this national situation. 

I have not only proposed an addition to the compensation paid, 
but, of course, I put ceilings on them. 

Now, there have been all sorts of statements made, Mr. Chairman, 
about how people would make $84 a week, how they would get more 
for not working than for working, and so forth. Some people have 
taken a bill introduced in the legislature—on which there has been 
no action taken—and hung it onto the end of the other bill and made 
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all sorts of calculations, which, even if both measures should pass, 
would be inaccurate because in this measure I have put limits, so that 
no single man can draw from both the State and the Federal Govern- 
ment more than 66% percent of his wage; and if he-has up to four 
dependents in a State that grants special payments for dependents, 
under no conditions could he get more than 75 percent. 

The CuarrmMan. Mr. Moody, are you prepared to give us the 
figures—I suppose we will get them from official sources—of the sums 
now to the credit of each of the several States for unemployment 
compensation? 

Senator Moopy. I do not have them for all States, sir. 

The CHarrMAN. A tabulation for all States? 

Senator JoHNson. Do you have it for Michigan? 

Senator Moopy. Yes, I do. 

The CHarrMaNn. What is that? 

Senator Moopy. The Senator from Ohio a moment ago read into 
the record something from a table. I am not sure what table he had 
there. 

The CuarrMan. This is a table from the Department of Labor. 

Senator Jonnson. This is from the Department of Labor. 

Senator Moopy. May I see it? 

The CHarrMaN. It was furnished by the Department of Labor. 

Senator Moopy. I have a number of tables here I would like to 
mention briefly. 

Senator Tarr. How much is there in the Michigan unemployment 
compensation fund today, in the trust fund? 

Senator Moopy. $353,616,777. 

Senator Tarr. $353,000,000 in the Michigan compensation fund 
now? 

Senator Moopy. Yes; that is right. 

Senator Tarr. The State fund? 

Senator Moopy. That is the State fund which gets money back 
from the Federal Government. 

Senator Martin. How rapidly is that fund being deplete d? 

The CHarrMan. What are the weekly payments out of it? Senator 
Martin asked how rapidly it was being depleted. 

Senator Moopy. Pardon me, Senator Martin. 

Senator Martin. We have the same idea. 

The CuarrMan. What about the weekly payments out of the fund? 

Senator Moopy. Mr. Tracy will give me that figure in just a minute, 
Mr. Chairman. 

Senator Martin. What I am getting at, Mr. Chairman, is how 
rapidly is this being depleted. 

Senator Moopy. Incidentally, Senator Martin, while I have nat- 
urally been giving Michigan figures, because I am more familiar with 
them, and I am familiar with the condition in my State, this is not an 
entirely localized matter at all. It does exist in a number of com- 
munities around the country. It is natural for me to present this 
based on the conditions as ] know them in the automobile industry 
and the related industries. 

Senator Martin. I think that is perfectly all right. We have some 
serious unemployment in Pennsylvania. 

Senator Moopy. That is right; also in New England, particularly, 
there is a serious situation. 
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Senator Martin. But the last information I have of our own funds 
they are in a sound condition. 

What I am getting at are the payments taking care of—are the 
receipts taking care of the payments. 

Senator Moopy. You see, Senator, my point on that is this: That 
there is not existing here an ordinary situation with regard to unem- 
ployment compensation. Those funds are built up actuarily, and they 
ought to be in sound condition. 

Senator Martin. They must be. 

Senator Moopy. If vou take an emergency situation and deplete 
the funds, then vou are taking a step to weaken the entire structure 
of unemployment compensation, which I do not believe this committee 
would want to do. My point is that there has been paid into the 
Federal Government over a period of years under the operation of this 
unemployment compensation law more than a billion dollars 

Senator Marri. Yes. 

Senator Moopy (continuing). Which were set up by this committee 
as the so-called George insurance fund in 1945. 

Now, that money is morally committed to unemployment compen- 
Savion. 

Senator Frear. How do you mean morally committed, may | ask? 

Senator Moopy. I mean, Senator, this: That the express purpose in 
the law of the payroll tax, the reason that employers are taxed on their 
payrolls, is to pay unemployment compensation. 

Now, the law as it stands provides for the Federal Government’s 
withholding a fraction of 1 percent of —0.3, | believe it is. 

Senator Frear. That is right. That is the unemployment excise 
tax of 10 percent of 3 percent. 

Senator Moopy. Yes, that is right. That is for administrative 
purposes, so that the State funds have been built up with the other 
2.7 of the 3 percent, but the Government has been retaining 3 percent. 

Now, in 1945, when it looked asif there might be a problem here and 
the Senate passed a bill, somewhat different from this one, but I 
might say recognizing in a general way the principle of this bill, the 
committee elected to use this fund as the basis for financing it. So | 
savy that it is morally committed to unemployment compensation 
because that is the purpose for which the tax was collected. 

Senator Frear. Yes, I think I follow you on that. The tax from 
the employer, from the State, was based—was a tax supposedly for 
unemployment. 

Senator Moopy. That is right. 

Senator Frear. But this 10 percent of the 3 percent that comes 
into the Federal Treasury was specifically put in for administrative 
purposes, was it not? 

Senator Moopy. Yes, but was not the 

‘Senator Frear. Then the surplus could be committed to such 
purpose as you have designated here; is that by statute, or is that what 
you mean by the moral commitment on it? 

Senator Tarr. It is practically all paid back to the States to run the 
show; is it not? 

Senator Moopy. I believe not. 

The CuarrMan. It was contemplated that this was to be an admin- 
istrative fund. 

Senator Tarr. It was an administrative fund. 
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The CHarrMan. And it would cost the Federal Government more 
than was actually needed. 

Senator Moopy. That is right. 

I said, Senator, this was a moral commitment because the tax was 
levied on the employers for this purpose. It was a specific tax, as | 
would interpret it. 

Senator Frear. Yes. That is what I thought was what you meant. 

Senator Moopy. As the chairman has pointed out, for once the 
Government has not used up all it could. 

Senator Frear. That is right. 

Senator Moopy. For administration and, therefore, we have a 
billion dollars that the Government has made by not using up as 
much for administrative purposes as the Congress estimated would be 
necessary. 

Senator Frear. At least morally it is earmarked for that purpose. 

Senator Moopy. All right, | will accept that. 

Senator Tarr. It is in the Treasury, is it not, forgotten like every- 
thing else? 

Senator Moopy. I have not forgotten it. 

Senator Tarr. It is not earmarked or anything else. It is nota 
moral obligation, either. 

Senator Moopy. Why not? 

Senator Tarr. Why not? Because they collected the tax and had 
the cost of that much in running the department. It is a tax 

Senator Moopy. No, it is a tax for unemployment compensation, 
is it not? 

Senator Tarr. There is no obligation to use the gasoline tax surplus 
for roads; they use it for everything else. It goes right into the 
General Treasury. 1 do not see any moral obligation. 

Senator Moopy. Well, 1 will accept the statement of the Senator 
from Delaware that it was earmarked. 

Senator Tarr. It was not earmarked, that is what | mean to say. 

Senator Moopy. Morally earmarked. 1 do not believe, Senator, 
this tax would have been levied with any idea of raising the general 
revenue of the Government; it was passed for the purpose of increas- 
ing 

Senator Tarr. Whatever your ideas are, it is a tax. 

Senator Moopy. It is a tax, all right. 

Senator Tarr. And the money comes in and goes into the General 
Treasury. 

Senator Martin. And it is being used for the general purposes of 
the Government. 

The CHatrMan. I would not say, Senator Moody, that there never 
was any general idea that the whole social security system, including 
unemployment insurance, was not intended to create a vast reservoir 
out of which Federal Government expenses could be paid—out of 
which the Federal Government could finance itself. 

Senator Moopy. Did you say that you would not say that? 

The CHatrMan. I would not say that that was not in somebody's 
mind. In fact, if we had not pulled down their formulas, as they were 
first presented here—your distinguished predecessor in the Senate had 
much to do with that 

Senator Moopy. I remember that very well, sir; I was here and 
listened to some of it. 
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The CHAIRMAN (continuing). They might have been raising im- 
mense sums of money. They still have a “considerable sum of money 
to their credit theoretically, at least, it is on the books. 

Senator Moopy. That is right. 

The CuHarrMaNn. And in this unemployment insurance there are 
about a billion dollars or something more that have been reserved by 
the Federal Government to cover administrative costs which have not 
been used. I do not remember the exact amount. I presume that 
the Department of Labor will give us that exact amount. 

Senator Frear. That is, of course, not only dedicated to the admin- 
istrative functions at the Federal level, but also at the State level. 

The CHarrMAN. Yes, in part; and, of course, it is a fund that is 
available not merely to those States that have unusual unemployment, 
but it is available to all the States in the Union 

Senator Moony. Of course. 

The CHAIRMAN (continuing). Who have made contributions to this 
fund. 

Senator Moopy. Of course, that is true, Senator. I might point 
out to you that this entire case that I am presenting this morning falls 
unless it is agreed that the National Government, acting in defense of 
the country, has had to do certain things which have caused unem- 
ploy ment. 

The CuHarrRMAN. I understand your point here, ves. 

Senator Moopy. And, therefore, that it is a national responsibility, 
in my judgment, in the same way as it is the national responsibility 
not to make it necessarv—well, not to make it necessary for a business- 
man to lose money by setting a price ceiling lower than his costs. 

Now, vou could argue that it would be a good economic idea to hold 
prices and let people lose money, and in that way make it unnecessary 
to raise wages and stabilize the economy, but in some cases people 
would be losing money. But the Congress has said repeatedly that 
should not be the policy of the country, and, of course, it should not be 
the policy of the country to force people into losing money in business. 
But in the same way, sir, it should not be the policy of the country to 
force people out of jobs in a national situation without taking judicial 
notice of it. 

The CuarrMan. I understand, Senator, your premise. 

To what extent has there been a concentration of the workers at 
points where large Government operations were anticipated? 

Senator Moopy. Well, vou see, you do have, of course, in our 
economic structure—— 

The CuatrMan. That is unavoidable, you have it all the time. 
There is no such thing as mobilization of manpower or your industrial 
power without some “hards ship. To make a very simple case of it, 
take the case of the farmer with but one boy who knows a thing on 
earth about operating the machinery on his farm; yet he is drafted, 
and the farmer cannot supply that labor to fill that boy’s place. 

Senator Moopy. Well, as a matter of fact, Senator, I thoroughly 
agree with you, but is it not a fact that that one boy would be indis- 
pensable to the farmer, and does not the draft law provide proper 
exemptions in a case like that? It is a good point, because they do 
provide—— 

The CuatrMan. They do not always exempt them. 
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Senator Moopy. But they have authority to do so, and they very 
often do, and in this bill it would not force anybody, force any gover- 
nor of any State, to come in under it, but it would merely be an expres- 
sion of policy by the Congress, and give the local board 

The Cuarrman. I understand. 

Senator Moopy (continuing). It would give the local board an 
opportunity to do this, the same as the local draft board has an oppor- 
tunity if it thinks the case is just to exempt the farmer’s helper. 

The Cuatrman. This bill we are studying now provides that where 
the governor calls on the Treasury and makes a proper showing, based 
upon the certification of the Department of Labor, that there are 
areas in which unemployment is unusual, that then there may be 
supplemental payments out of the Treasury directly. Those pay- 
ments are never charged back to the State in any way that gets the 
benefits from it? 

Senator Moopy. No, sir; that is based on the theory of 

The CHAIRMAN. Those payments would necessarily, I presume 
under your scheme of the bill, as I read it, go to all unemployed people 
in the State, notwithstanding the limitation of the area in which un- 
employment was unusually heavy. 

Senator Moopy. That is the point. 

The CHarRMAn. You could not say to one unemployed worker in 
some other areas in the State that because there is no unemployment 
in his line of business, ‘‘We will not supplement your compensation.” 

Senator Moopy. That is a very difficult thing, as I think you know, 
because I did discuss that very briefly with you. 

The Cuarrman. Yes; it is a very difficult thing. 

Senator Moopy. There are two points that I thought the committee 
itself might address itself to, and one is the question of whether or not 
there should be some more specific standard than the certification of 
the governor and the acceptance of the Secretary of Labor. 

I have a draft amendment which I will make available to you, sir, 
if you would like it. I believe that should be left open, if possible, 
but if the committee feels that a standard should be written in, why, 
I certainly have no pride of authorship in any of this. 

As you know, I have been trying to make it as simple as possible— 
there are here a number of very difficult and complex economic factors 
that do press in on this problem. 

This matter of area is another one. Frankly, my original concep- 
tion of this was that the augmentation should be made on the basis of 
men who are specifically laid off because they had been deprived of 
the metal to work on by the Government, but as soon as you start to 
examine that you see that that is very difficult to sustain, because, 
say, there is a certain plant working in an area, and people live around 
there, and the people are laid off. 

Well, when the people who are laid off start buying less, the clerk 
down at the corner grocery store loses his job. Question: Is the clerk 
unemployed by the defense effort. It would be very difficult there, 
you see, to draw the line and say that he was not. 

The CuarrMan. I grant that. I do not think there is any doubt 
about that. We would all agree to that, and you could not draw the 
line. You have drawn the line at the borders of the State in which the 
unemployment area exists. I believe the Secretary of Labor has said 
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there are are some 16 or 18—I have forgotten which, some 16—major 
areas of unemployment now due to the defense program. 

Senator Moopy. That is right. 

The CuarrmMan. And there is a number, a certain number of minor 
areas. 

Senator Moony. I believe it is 23. I think it is 18 and 5—I think 
18 major and 5 minor. 

The CHarrmMan. There are 16 or 18, I have forgotten which. 1 
presume the Secretary of Labor will furnish us those facts. That 
makes it State-wide within the State where the area is located, almost 
of necessity, in order to avoid inequities. 

Senator Moopy. Well, it certainly makes it area-wide, and in this 
bill, you will notice—and that was another point that was very difficult 
to write—I made it a State or an area of a State, and that would be in 
the diseretion of the governor. I suppose, as a practical matter, it 
would be very difficult for a governor to declare one area and not 
another area. 

The CuarrMan. I do not see how he can, and, Senator Moody, the 
thing that bothers me greatly is how one governor is going to find an 
area of unemployment in his State, and another governor in another 
State does not find some similar condition in his. 

Senator Moopy. Well, you see, that is one reason why it might be 
well for the committee to consider writing into the bill 

The CHarrMan. You mean standards? 

Senator Moopy. Standards. 

The CuarrmMan. Additional standards. 

Senator Moopy. Of course, the Secretary of Labor 

The CHairmMan. That is a very difficult thing to do. 

Senator Moopy. It is difficult. The Secretary of Labor would in 
each case have to certify that there was a substantial unemployment 
in the State. 

Now, in some States you can make the case very easily, and 
other States I should think it would be very difficult to do so, and this 
should not be just a Christmas tree for anyone to come along and pick 
off; this ought to be a situation, as I see it, where people have actually 
been deprived of their jobs because of an economic situation developing 
from the war and from the mobilization. 

I think, for example, that it can be well established, Mr. Chairman, 
that in the textile industry it was the fact that you had a sudden rush 
to buy, which was a psychological impact of the Korean situation. 
You had a building up of inventories and a resultant cutting of 
production. 

Well, now, that is not quite such an easily established case, perhaps, 
as the case of the man whose metal is just taken away from him by 
the Government, but nevertheless, I think it is a very tenable position 
to feel that the people who were laid off in that situation would be 
working today if the normal high level production of the country had 
been permitted to go ahead and had not been interrupted by this 
conflict, and the fact that the rest of the country is operating on a 
very high level—I am not saying that there are not some soft spots 
of course there are—but, in general, this is a very high level economy. 
Where there is heavy unemployment directly attributable to this 
mobilization situation, I feel that it is a Federal responsibility—not 
to do the whole thing, but to see to it that these people get a living 
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compensation, because if they do not, they are going to be forced in 
some cases to go away and let this arsenal of management know-how 
and skills deteriorate, and I do not think that would be a good thing 
for the country. 

Senator JOHNSON. Senator, your testimony with respect to the 
billion dollars has me somewhat confused. 

Senator Moopy. Yes, Senator? 

Senator Jounson. It has nothing whatever to do with this bill, 
has it? 

Senator Moopy. That would not be quite right. I assume that if 
the committee, in its wisdom, decides to recommend this bill, and if 
the Congress should pass it, that the money has to come from 
somewhere. 

Senator JoHNsON. Well, it must come out of the Treasury. 

Senator Moopy. I discussed with the chairman, for example, the 
possibility of, perhaps, imposing some special levy on defense con- 
tracts to take care of it; but you see, more than a billion dollars, 
Senator, have been raised for unemployment compensation purposes. 

Senator JOHNSON. Yes; | understand that. 

Senator Moopy. That is a billion dollars more than has been spent 
entirely aside from the State trust funds. 

Senator JoHnson. I understand that. 

Senator Moopy. And the money, as Senator Taft points out, has 
gone into the Federal Treasury. Nevertheless the money was raised 
for this purpose, and along with all other moneys in the Federal 
Treasury, | think, it is there, for example. 

Senator Tarr. It is not there. It has been speat, so far as that Is 
concerned You might as well ficure on that 


Senator Moopy. Well, you cannot ever put a: Ing On any 
single dollar bill, as vou know, in the Treasury 

Senator Tarr. May | read the report which, I think, to get the 
facts clear, | should read. 

senator JOHNSON, Kirst, May | clear up mV que stion first, a 1 the 1) 
you can go ahead, if the chat Thanh is willing. 

The CHatrMan. Yes: go ahead, Senator. 

Senator JOHNSON. Muy understanding’ OL the bill Is that you are not 
appropriating earmarked funds or any specific funds. “The funds that 


are to be appropriated by the Congress come directly from the Treas- 
ury, Is that not correct? 

Senator Moopy. That is right. I am not appropriating 
lam not appropriating anything. 

Senator Jounson. Well, the bill does. You say you do not, but the 
bill provides for—it is an authorization. 

Senator Moopy. That is right. 

Senator Jounson. What this bill is is an authorization 

Senator Moopy. Yes, sir. 

Senator JOHNSON (continuing). For the expenditure of Federal 
funds from the Federal Treasury. 

Senator Moopy. That is right; and, as Senator Taft has pointed 
out, this billion dollars that was in the George insurance fund was 
earmarked for the George insurance fund and is in the Federal Treas- 
ury, and that is the place where most people go when they appropriate 
ee and that is the place where these people will get the money 
rom, 


any funds; 
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The CHarrman. What Senator Moody means to say is that he 
thinks he has found a sleeper of a billion dollars. 

Senator Moopy. Well, Senator, let me say this, you found it 
before I did in 1945, and you used it to very good stabilization pur- 
poses at that time. 

The CHarrMAN. We did, and we renewed it in substantially the 
same provision which was carried in the amendments to the Social 
Security Act of 1950. 

Senator Moopy. That is right. 

The CuarrmMan. It was expeaded, and had just expired at the 
‘gianing of this vear 

Senator Moopy. That is right. 

The CHarrMAN (continuing). But that theory there was to simply 
reimburse the States or to advance the States funds when they were 
exhausting their own trust funds. 

Senator Moopy. I understand that the purpose of the George 
insurance fund was not the same as this purpose, but nevertheless 

The CHarrMan. No. 

Senator Moopy (continuing). It was to be used for a similar 
purpose. 

The CHarrMan. Oh, ves. 

Senator Moopy. And whether the fund is there or not—— 

The CHarrMan. We thought while the fund was there we ought to 
whittle it down. 

Senator Moopy. It certainly exists on the books as a credit to 
unemployment insurance, and I believe—— 

Senator Tarr. It is not on the books; forget that. 

The CHAIRMAN. Senator Johnson? 

Senator Jounson. The point I still want to make clear is that this 
bill does not tie into any discovered sleeper or any particular fund or 
any money that isin the Treasury. It comes right out of the Treasury 
just like any other money comes out of the Treasury. How the money 
got into the Treasury is an entirely separate matter. 

Senator Moopy. That is right. 

Senator Jonnson. Your bill does not in any way tie into that one 
billion dollars. As a matter of fact, I would object to it if vou took 
the part of that billion dollars that Colorado paid in and turned it 
over to Michigan. I would seriously object to that. 

Senator Moopy. Let me say this, Senator: I think Michigan pays 
some of Colorado’s expenses sometimes, too. It is a pretty heavy 
taxpaying State. 

Senator Jounson. Well, 1 would not object to that. 

Senator Moopy. I just wanted to point that out. 

Senator Jounson. There may be an obligation—the Federal Gov- 
ernment may have an obligation for the case that you make. 

Senator Moopy. Yes. 

Senator Jonnson. Without any question they have taken away 
employment by denying materials. 

Senator Moopy. That is right, sir. 

Senator Jounson. And they have done it arbitrarily, and it was part 
of the mobilization. If that be so, and I think maybe it is so, then 
why should not the Defense Department have to pay this money, and 
why do you tie it into our very complicated and difficult plan of un- 
employment insurance? It ought to be handled directly by the 
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Government of the United States through its Defense Department, 
if there is such an obligation, and it ought not be made a part of our 
very complicated unemployment compensation plan that we have 
worked out in this country for general unemployment. 

Senator Moopy. Well, Senator, I certainly would have no objection 
to an approach such as you mention. 

The reason we decided not to put it in as a direct proposition was the 
desire to avoid any tendency to disturb the general States’ rights 
nature of our unemployment compensation system. You see, this is 
temporary; it has a time limit on it. 

Senator Jounson. Yes, but that is the very thing you do by this 
approach. 

Senator Moopy. | am just trying to play fair with these people. 

Senator JonNson. You are writing the bill, and I am trying to 
understand it. 

Senator Moopy. You have every authority to rewrite it 

Senator Jonnson. I am trying to understand the bill. 

Senator Moopy. One other thing, on the second point I was going 
to make on what you said, and that is regarding the Department of 
Defense: If you will look on page 11 of the bill, on the very last line of 
the bill, section 10, line 15, it says: 


, though. 


The amount of any such payment to be entered in the budget of the Department 
of Defense as an item in the cost of defense mobilization. 

Senator Jonnson. Yes, that is fine. 

Senator Moopy. That is just the point you made. 

Senator Jonnson. That is where it ought to be. 

Senator Moopy. I think it should, too, and that is the reason I put 
it in. 

Senator Jonnson. That is where I am confused with your talk 
about that billion dollars. Certainly that never came from the 
Department of Defense; and the second point on that is that if that 
be so, if it is a Department of Defense doing that has caused this 
trouble, and I am sure that it is, then the Department of Defense 
ought to pay the bill, and it ought not to pay the bill through any 
proclamation or decision made by the Governor of Michigan or any 
other State. It ought to make the payment on its own decision, and 
on its own judgment, without working through the governor of some 
State who may or may not decide that this money that is put up by 
the national defense should be paid to a certain community or a certain 
person, and denied to another community or to another person. 

Senator Moopy. Well, Senator, if you want to embody that in a 
rewrite of this bill, I would be delighted to support it. As I have told 
the chairman two or three times personally, I am interested in the 
result. I think that something ought to be done about this situation. 
[ think that this draft that I am presenting to you this morning is the 
best formula that I have been able to work out in meeting a great 
many of the objections that have been made. 

1 would like to renew my point, Senator, that there is a great deal 
of opposition among the States to federalization of anything with 
regard to unemployment compensation. If you want to say this is a 
part of the cost of the defense, that it has nothing to do with unem- 
ployment compensation and we will make these payments, then, of 
course, you have got to set up standards on which you make them, 
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but if you want to set up those standards I think that would take care 
of the situation very well. 

I thought that this was an approach to the problem which would 
perhaps be the soundest approach, but I am really looking for results 
here and equity, and to preserve the productive power of these 
industrial arsenals, and to preserve the business ability of the com- 
munities involved rather, than for any particular approach to unem- 
ployment compensation through the Department of Defense or any- 
thing else. 

Senator Jonnson. I do not want you to think that I am being 
critical of you. 

Senator Moopy. I have not thoucht that. 

Senator Jounson. I think you should be commended for trying to 
solve this. I think it is a very difficult and very serious problem. 

Senator Moopy. Thank you. 

Senator Jounson. I am trying to understand the bill and under- 
stand the reasoning back of it and understand its effect upon the whole 
unemployment compensation program which, after all, is a State 
program. 

Senator Moopy. That is right. 

Senator Jounson. And | realize many of the difficulties that you 
have encountered in trying to do this—I am not surprised at the 
difficulties —I think that perhaps you have taken the hard way to 
solve this problem, but that is only a horse-back opinion; you have 
viven it a great deal of study and you have explored the whole thing, 
backward and forward, I know, and I should not come in here in just 
1 minute and tell you where you are wrong and that the whole thing 
is in error, after you have given as much study to it as you have. 
1 am not trying to do that. 

All 1 am trying to do is to find out what the bill does and why it does 
t, what the thinking is in back of it, what its effect may be not only 
on solving the problem that you are trving to solve, but whether it 
does not create in itself much greater problems than the problem that 
you are trying to solve. 

Senator Moopy. I appreciate that statement very much. I assure 
vou | have studied the question. | assure you that the more I studied 
it the more difficult some aspects of it became. 

One organization that came to me said, for example, that because 
of the fact that these people are deprived of their work by Government 
action, that they ought to be given full pay for not working. I did 
not subscribe to that and did not incorporate it in the bill. 

There are a number of different approaches to this thing. I think 
that it might well be that if you feel—that is, if the committee feels 
there is any danger or damage being done to the unemployment 
compe ‘nsation system, and you want to set up a different vehicle for 
making these payments on an adequate or decent minimum basis, 
[ certainly would not object in any way to an approac h of that sort. 

I did not want to be in the position of having the Federal Govern- 
ment come into the unemployment situation in such a way as to 
destroy the essential State nature of it. I did not think, in the first 
place, that would have any chance of approval. You gentlemen 
know more about that than I do. 

But I feel that a step ought to be taken, if ever taken, after great 
study, and this is a question that is very immediate. People have 





exh: 
inac 
lw 

7. 
cons 
to \ 
sug’ 
my 
writ 
inte 
rath 
was 
prin 
a p 
Mic 

7 
exh: 
abo 
But 
as \ 
Gov 
to s 
resp 

| 

o 
une 

Si 

si 
ivan 
muc 
ther 
aller 
Ove 
Gov 

lt 


that 
si 


Si 
the 


any 
Is 


abo 








ire 


ild 
Its 
Se 
m- 
m- 
lV- 


ing 


er- 
ole 
ate 


you 
the 
to 
Ave 
ine, 
ust 
ing 
We. 


loes 
nly 
rit 
that 


sure 


lied 


use 
lent 


did 


unk 
eels 
Lent 
_ for 
Asis, 
ort. 
ern- 
s to 
first 
men 


real 
lave 


UNEMPLOYMENT COMPENSATION 55 


exhausted their benefits under the State law now. They are living on 
inadequate amounts now. And if the Congress is to act on this thing 
I would urge prompt action. 

Therefore, as I say, 1 have set this thing up, Senator, in what | 
consider to be the best way it could be, but I would like to point out 
to you that it was only day before yesterday, in trying to meet the 
suggestion made by a number of people, including newspapers in 
my State, that I came to the conclusion that it would be possible to 
write a provision extending the duration of State payments without 
interfering with the principle of the State system here. It was a 
rather simple way to do it when we finally thought of it. And that 
was to impose on the question of duration of payments the same 
principle that we had suggested for the amount of payments, namely, 
a proportion of the State’s legal period. You see, in the State of 
Michigan, for example, the period is 20 weeks. 

There have been thousands and thousands of families that have 
exhausted that payment. So far the ors wrth has done nothing 
about it. Ido not know what their reason is. [am not in Lansing. 
But it might be stated that it might be argued there that after all, 
as you said a few minutes ago, this is something that the Federal 
Government created, not because it wanted to, but because we had 
to strengthen the country, and, therefore, that this is a Federal 
responsibility. 

| think certainly in part it is a Federal responsibility. 

Senator Tarr. Every time a Federal policy hap] pens to create 
unemployment you cannot change the whole unemployment system. 

Senator Moopy. I am not trying to change it 

Senator Tarr. The unemployment compensation system in Mich- 
igan is intended to take care of exactly this kind of emergency, as 
much as any other kind of emergency, is it not? Why not? I mean, 
there are all sorts of Federal policies, price fixing, anything which may 
affect that. There may be reasons for unemployment. Just poor 
government may be a reason for unemployment by the Federal 
Government. 

In other words, what you are trying to do, it seems to me, is to say 
that Michigan unemployment svstem is not adequate 

Senator Moony. I certainly say that. 

Senator Tarr. The answer to that is that the State of Michigan 
ought to improve their unemployment compensation 

Senator Moopy. I hope the State does, but at t the same time, I do 
not think that we can escape the fact that this particular impact 

Senator Tarr. Look, the depression of 1932-33 was blamed on the 
Federal Government. You have been blaming it on Hoover for the 
last 20 vears, and yet you do not ask that the Federal Government 
pay the unemployment. 

Senator Moopy. The Federal Government did go in. That is 
what the New Deal was all about. They went in. 

Senator Tarr. Not under unemployment compensation 

Senator Moopy. Not under une mployme nt compensation, no 

Senator Tarr. [am only trying to make the point that this is only 
the same kind of unemployment crisis that may occur any time, in 
any State, anywhere. 

Is it not true, also, that your agreement does not say anything 
about this particular kind of unemployment, as I read it? All the 
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governor has to do is to find that there is unemployment that is not 
immediately remedial and then he gets this advantage. It is not a 
general law. It is not confined to the present emergency. 

Senator Moopy. In time it is. 

Senator Tarr. Twelve months. 

Senator Moopy. In time it is. 

Senator Tart. Well, and it further states that the Secretary, also, 
finds that, and by agreement it may extend for fe additional period 
of 12 months—12 months, 12 months, forever. I do not see why you 
are not proposing a permanent change in the unemployment com- 
pensation law from which you can never withdrew once you are in it. 

Senator Moopy. There are other closing dates, the expiration of the 
emergency. 

Senator Tarr. World War II emergency has not been called off. 
They never cali off emergencies. That is no determination. 

Senator Moopy. On the point that it does not limit it to people 
directly disemployed by Government action, you are right. I am sure 
you heard a moment ago when Senator George brought the point out 
that it would be very, very difficult to draw a line within a State and 
to say that this man is disemployed directly by the Government and 
this man is not. 

Senator Tarr. I understand that, but that is not the point. The 
point is that here you are creating a permanent change in the Un- 
employment Compensation Act. 

Senator Moopy. I really am not. 

Senator Tarr. I do not see why not. 

Senator Moony. Well because it is definitely set up for a temporary 
purpose, for a temporary period. 

Senator Tarr. But that is not so. It is any time, whenever the 
Government—any time—of any State certifies and the Secretary finds 
that there is existing substantial unemployment with no prospect of 
jmmediate re employme nt in the labor market area, the Secretary shall 
enter into an agreement, and then that may be extended for additional 
periods of 12 months. 'W ell, that is forever unless the so-called em- 
ergency is called of. And Isay that no emergency declared since 1932 
has ever been called off, so far as I know. They go on forever. 

Senator Moopy. They will be called off as soon as we can call off 
the Russians, and then the emergency will be over. 

Senator Tarr. That will be long after you and I have disappeared 
from the scene. 

Senator Moopy. I hope not. 

Senator Tarr. I do not see how you can deny that this is a per- 
manent change in the Unemployment Compensation Act from which 
we never will be able to withdraw under any circumstance. 

Senator Moopy. Let me assure you that it was not so intended. 
If you feel that the wording is too broad, I think it might be very 
proper for you to write it in such a way that it would not be a perma- 
nent change. It certainly was not intended as such. And it is not 
such, in my opinion. 

Senator Tarr. You have found it very difficult to do that yourself. 
I do not know how you will do it. 

Senator Moony. You have been working at this longer than I have. 
Maybe you can find the way to do it. 
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The CuHairMan. Let me suggest, Senator Moody, that one of the 
very great difficulties here, in following out the formula in your bill is 
this: You will find on careful examination of many of the State 
unemployment compensation acts that any sum of money paid by the 
Federal Government directly must be deducted from the total 
payments made by the State to its unemployed. And there would 
have to be amendments, as | recollect it—this is offhand—in studying 
this question over the years—to the laws of some thirty-odd States 
before that would result. Now all of those States might not have 
unemployment. But assuming that they did fall in the class of 
having unusual, extraordinary unemployment due to the defense 
program in certain areas within the State before they could accept 
this money, they would have to amend their acts. 

Senator Moopy. Well, does not that, Senator, emphasize the point 
| have been making about the State right nature of this bill? 

The Cuarrman. | know, but then you would exclude those States 
that did not amend their acts. 

Senator Moopy. Well, I was just going to say that any State 
whose own law prohibited it 

The CuarrMan. They do not prohibit it, except they take whatever 
the Federal Government pays and credit it against the total amount 
that they are paying to their unemploved. 

Senator Moopy. Yes, that de facto would prohibit it 

The CuarrMan. They would have to change their laws. That is, 
in order to benefit under this provision of the bill. 

Senator Moopy. I know that. I have wrestled with that one for 
some hours. 1 would like to point out to you that any State that 
has a serious situation—and this is intended to apply only to States 
that have serious situations 

The CuarrMan. | understand that. You would have to assume 
that it would become applicable to any State because it might. 

Senator JOHNSON. Is not unemployment serious any time it 
happens? 

Senator Moopy. It is serious to the individual if he is the only one 
in that town that is not employed. 

Senator JoHNsoN. That is the fellow we are concerned about. 

Senator Moopy. That is right. 

Senator JoHNnson. That is the fellow that it hurts. 

Senator Moopy. That is right. 

Senator JoHNson. Une mploy ment is a serious matter regardless of 
what its cause may be. 

Senator Moopy. Of course, it is, and when this committee comes 
to take it up I think that it might be well to review the standards, 
because it is serious. 

We have a chart on that. 

You see, the statement has been made that benefit rates have gone 
up faster. Will vou explain that, Mr. Downs? 

Mr. Downs. Mr. Chairman and gentlemen, I am Tom Downs, a 
member of the Michigan Unemployment Compensation Commission. 
And when I am speaking I am speaking as an individual member. 

This chart shows what has happened to the primary benefit rate 
in Michigan as far as actual purchasing power goes. 

Back in 1939 when benefits, maximum, were $16 a week. There 
have been adjustments since then. The actual purchasing power 
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of the person getting the maximum primary rate of $27 .a week is 
less than his purchasing power was when he got $16 in 1939. 

This chart shows it in another way. This red line shows the 
increased cost of living. This black line and the jog shows the 
increase that was passed by the legislature in various years. It 
shows that for the maximum primary rate it has not kept up with the 
increased cost in living. 

1 think, Mr. Chairman, that shows clearly that there is a need 
simply from the fact that our system has not even kept up with the 
cost of living. And as you know, when the acts were originally 
passed there was this tendency. 

The CuarrMan. All you are showing now is the purchasing power 
of the dollar which has gone down. 

Senator Marrin. That is true. 

Senator Jounson. The inflation. 

Senator Tarr. You are only showing that they are not using the 


27. Just as the cost of living has gone up, so this tax has steadily 
increased, and the fund in Michigan has steadilv increased and will 
be increased. Why does not Michigan use it? That is the point. 


So far as the increase in the cost of living is concerned, it is paralleled 
by the increase in taxes that vou collect. 

Senator Moony. | thoroughly agree that the legislature in Michigan 
should take action in this thing, but I think that the Congress cannot 
avoid the very clear fact, it seems to me, that a good deal of this 
unemployment has been created by direct action of the country. | 
mean when | say that, I am not talking about 

Senator Tarr. A lot of emergencies are created by the Federal 
Government, but you do not pin it to that. 

Your agreement is that whenever the governor of the State certi- 
fies it shall be done. 

Senator Moopy. That there is substantial unemployment 

Senator Tarr. Wait a minute—within one or more labor market 
areas of the State. The total unemployment compensation in, his 
State may not be any more than the rest of the country, but if he 
finds one place where there is such, then he makes an agreement with 
the Federal Government and everybody in the whole State, not only 
that labor market but all over the State, gets this increase, which the 
State of Michigan should have been giving them and not the Federal 
Government. 

Senator Moopy. Do you not see 

Senator Tarr. I mean that most of them, in fact, even assuming 
that these particular labor market areas come from the Federal Gov- 
ernment—most of it is just normal unemployment all over the State. 

Senator Moopy No, no, it is not. 

Senator Tarr. You have a standard amount of unemployment 
compensation going on all of the time, even in the most prosperous 
days. There is always a great deal of it. You are increasing them 
just the same. They are being increased out of the Federal Treasury, 
although the Federal Government had nothing to do with them. 

Senator Moopy. Mav I read you some figures? 

Senator Tarr. The Federal Government, on your own statement, 
only has to do with the particular labor market area which the gover- 
nor finds to be an emergency, in other words, your bill is a general 
bill, it federalizes unemployment compensation. 
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Senator Moopy. No, it does not. 

Senator Tarr. Yes, it does. Without any question it puts the 
Federal Government into a position of raising all of the Federal com- 
pensation rates of the United States. 

Senator Moopy. Senator, if you can write a limitation into this 
bill that I have been unable to write, | would be delighted to have one. 

Senator Tarr. One was suggested by Senator Johnson, that is, to 
let the Defense Department look after the things that it has specifically 
caused, where it has taken away the copper from some places. Let 
them go in and pay the workmen in that particular plant. Something 
of that kind might be reasonable, but 

Senator Moopy. Do you think that would be reasonable? I would 
like to urge that on you. 

Senator Tarr. I think it would be much more reasonable, because 
it seems to me it Is part of the defense and part of the defense contract 
and has nothing to do with thousands and many million other unem- 
ployed workers who have nothing to do with it. 

Senator Moopy. That point you have just brought up troubled me, 
too. I readily admit that. But as the chairman has pointed out, it 
is very difficult to draw a line exactly where this disemployment by 
defense starts and where it does not begin. If vou want to pass a 
bill that says that the Defense Department should pay as part of the 
cost of defense these people laid off, I think you would be doing a 
very fine act for the country. And I hope vou do. 

Senator Tarr. What you are doing here is changing the whole 
unemployment compensation law of the United States for good. It 
never will go back. 

In effect, you are federalizing it. In effect, vou are putting the 
Federal Government into a position of guaranteeing one-third of the 
total. And it seems to me that you have got to go about it in another 
way. 

Senator Moopy. May I give you a couple of statistics that bear on 
this point? 

The decline in employment in the State of Michigan from October 
1950 to December 1951 in the automobile industry and the metal 
fabricating industry was 124,500. Those are the industries, of course, 
that have been cut back. That is true for the State. 

{n Detroit up to December 1951 that decline, not the total, but 
the decline in employment was 89,000. 

Senator Tarr. How about all over the State of Michigan—how 
about that? 

Senator Moopy. All over the State of Michigan it was 172,000. 
And the decline in those industries was 124,000. And if you had 
those industries operating the general economic chmate of the State 
would be so much better that I am sure there would be a lesser 
unemployment. 

Senator Tarr. You can find out that figure by going back and 
finding how much unemployment there was before this started. 
How much was there? It would be easier than guessing. 

Senator Moopy. The unemployment in October of 1950 was 55,000, 
according to Mr. Tracy. 

Senator Tarr. Fifty-five thousand? 

Senator Moopy. Yes. Now it is 172,000. 
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Senator Tarr. So that roughly speaking a third of the unemploy- 
ment may be said to be normal unemployment today. Of course, 
they would all be increased just as much, of the Federal Treasury, 
although the Federal Government is not in any way responsible for 
that 55,000. 

Is that not the effect of your bill? Do not ask me a question. Is 
that not the effect of your bill? 

Senator Moopy. The effect of my bill is to assume that, since the 
rest of the country is operating on nearly a full employment basis, 
you would have a fully operating economy, if it were not for this 
Government thing. 

I readily admit there will be people, as you pointed out, a small 
minority, I believe, who have nothing whatsoever to do with the 
defense program that would benefit by this amount and perhaps you 
could justify that on the grounds— 

Senator Tarr. It would be one-third of them. We just got the 
figures. 

Can we get the figures on the Michigan fund? 

Senator Moopy. | gave them to you. It is $353 million. 

Senator Tarr. I mean, is it going up or down? 

Senator Moopy. It is about holding its own. 

Senator Tarr. It is about holding its own. 

Senator JoHNson. Can you give us two dates on that? 

Senator Tarr. What was it 2 vears ago? 

Senator Moopy. Do you have that, Mr. Tracy? 

Mr. Tracy. I will have to get it. 

(The information to be furnished appears at p. 82.) 

Senator Tarr. What are the weekly payments compared to the 
taxes? What are you collecting per year and pay ing out per year? 

Senator Jonson. The $353 million is as of now? 

Senator Moopy. That is right. 

Senator Jonnson. What was it 6 months ago, or the first of the 

ir, that is, the first of the fiscal year? 

Senator Moopy. Have you those figures, the trust fund balance? 

In July it was $338,042,000. 

Senator Martin. That was July when? 

Senator Moopy. 1951. It has increased. 

Senator Tarr. It increased $15 million in spite of all of this unem- 
ployment. 

Why does not Michigan raise its own standards and handle it? 

Senator Moopy. I thiak they should. 

Senator Tarr. Why do we have it here? 

Senator Moopy. Look, you are talking about permanent standards 
and certainly Michigan ought to raise its rates. 

Part of the reason for the increase in the fund, Senator, is because 
of the decrease in the value of the dollar which has brought a greater 
intake in dollars into the fund. The legislature has not acted as 
promptly in increasing the permanent State benefit rates as, in my 
judgment, it should act. But that does not get around the point, 
however, that in this situation you have a sudden mass of unemploy- 
ment imposed by national need. I think it is a Federal responsibility 
there. 

Senator Tarr. The unemployment compensation fund is intended 
to take care of national emergencies, like every other emergency. It 
is ample to do so. You admit that. 
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Senator Moopy. It is not ample. 

Senator Tarr. Not only ample, it is increasing under present rates. 
So it is able to pay a higher rate. 

Senator Moopy. | think they should increase the rates, of course. 

Senator Tarr. Why come here? Why do not the people in Michi- 
gan do it? 

Senator Moopy. I wish you would talk to them. 

Senator Tarr. In other words, if we agree at all on this being a 
State system, we cannot assume responsibility for the defaults of the 
State legislatures. They have got to do it themselves. That is the 
whole theory of the State system. 

Senator Moopy. That is right. That is right. But I do not think 
either that we can expect the legislature of the State to accept a 
Federal responsibility. 

Senator Tarr. It is not a Federal responsibility. 

Senator Moony. It is a Federal responsibility. 

Senator Tarr. No, no. 

Senator Moopy. You mean when the Government goes into a plant 
and says that you cannot have the copper to make a car, that that is 
not a Federal action? 

Senator Tarr. It is an emergency, just exactly the kind of emer- 
gency that the Michigan fund was set up to take care of. That ts 
one way you get unemployment. You get it in many other ways, 
too. 

As I say, Federal policies may bring unemployment. You may not 
lend money to people in Michigan. You can lend it somewhere else 
instead. There are all sorts of reasons why, if the Federal Govern- 
ment could be blamed for different types of unemployment, but I 
cannot see that the primary obligation is not on the fund particularly 
as the fund is amply able to take care of it. 

Senator Moopy. You are making an excellent case for action by 
the Michigan Legislature. 

Senator Tarr. It ought to go up with the tax increase and the 
standard of living. 

Senator Moopy. It certainly should. 

Senator Tarr. Let me suggest one thing that would help you a 
little. I think it will clear up the facts on this 3 percent. This is 
from the ‘Recommendations’ by the Advisory Council on Social 
Security. 

\t present the 0.3 percent of covered payroll which the Federal Government 
derives from the Federal unemployment tax goes into the Treasury of the United 
States without earmarking. The hearings and committee reports at the time the 
tax was imposed, however, clearly indicate that this revenue was intended to 
finance the administrative costs of the program. Actually the income from this 
tax has greatly exceeded administrative costs over the period since it was first 
imposed, 

Under footnote 16 it states: 


Grants for administration under title I1] of the Social Security Act and the 
costs of collecting the tax have fallen some $970 million short of the amount 
collected by the Federal Government. When the total expenses of the Employ- 
ment Service as well as administrative costs of unemployment compensation are 
subtracted from the Federal income from this tax, the balance is somewhat less 
than half a billion dollars, 
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And that latter refers to the Federal Employment Service. 


The Council believes that this Federal ‘‘profit’’ is unjustified and that the pro- 
ceeds of the Federal tax should be earmarked for the use of the employment 
security programs. One-half of any surplus over expenses incurred in the collec- 
tion of the tax and the administration of unemployment insurance and the em- 
ployment service should be appropriated to the Federal loan fund and one-half 
of the surplus should be assigned to the States—each State getting the proportion 
that taxable wages in that State bear to all taxable wages in the United States. 
The amounts so credited could be used on the States’ initiative for either admin- 
istration or benefits. The Council believes that the right to use excess funds for 
administration should be limited to 3 years after receipt of the funds. There- 
after any excess funds which had not been used for administration would be 
available only for the payment of benefits. 

Under their recommendation, under this theory, we would appro- 
priate some more money back to the Michigan fund to help it make 
it somewhat larger, and from that they could increase the benefits 
still further, it seems to me. In other words, the approach here is 
that this 3 percent is not a fund for the emergency. It is a fund 
that never ought to have been there and really ought to be given back 
to the States as it is earned. 

A law of that sort I certainly would be in favor of passing myself. 

Senator Moopy. Would you be in favor of including in such a 
law 

Senator Tarr. I might say that is from page 173 of the reports 
of the Advisory Council on Social Security, Senate Document 208, 
of the Eightieth Congress, second session. 

Senator Moopy. Would vou be willing to combine that suggestion 
with a somewhat different suggestion which might not dovetail with 
that of Senator Johnson that the De ‘partment of Defense is responsible 
for some of this chaos, and that the Government should— 

Senator Tarr. Not so much the Department of Defense, as it 
seems to me, Mr. Wilson’s allocations. I mean that this thing 
results from that. 

Senator Moopy. The general defense effort 

Senator Tarr. Of the use of the allocation powers contained i 
the Defense P roduc ‘tion Act 

Senator Moopy. Did you say misuse of it? 

Senator Tart. I said their use of those powers. 

Senator Moopy. You see, what I am trying to do here, if you 
should take this billion dollars and reallocate it to the States—— 

Senator Tarr. Incidentally, they think they only have half a billion. 
They have to pay for the employ ment officers as well as the em- 
ployment. 

Senator Moopy. I might say that would provide to the States 
more than twice as much as the best estimates we can get on this 
bill would cost, so that if you did that you would be taking care of 
this situation, provided you made it clear. Of course, you are pro- 
posing to just send it back there and let them do whatever they 
want with it. 

As Senator Johnson has pointed out, this can and should be called 
a part of the cost of defense, whether we do this through unemploy- 
ment channels or whether you have got to do something directly 
by the Government. The legislatures are not acting on the thing 
as they should act, and as you say they should act. I agree that 
they should act, but if they do not act, that does not let us out of 
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our responsibility that we ought to do something with the situation 
that has been created by a national need. 

Senator Tarr. Let me ask you one question. You limited the 
total here to 67.5 percent of the weekly wages in any case combined 
total, 

Senator Moopy. That is right. 

Senator Tarr. Under some circumstances the Michigan beneficiary 
seems already to get that; does he not? 

Senator Moopy. Yes, he does. That is right. 

Senator Tarr. He would not get any more, that is, those people? 

Senator Moory. Will you explain this chart, Mr. Downs? 

Mr. Downs. I believe this ¢ hart will give you a very good picture 
of how the act would actually apply. I will cover up this part. 

This tall column, the combined yellow, red, and gray, shows the 
total wages that a person receives. We scaled this for $30, $40, $50, 
and on up to $90 a week. 

In Michigan if a single worker is getting $30 a week and is out of 
work he gets two-thirds of that or $20. 

Under Senator Moody’s bill there is automatically a limitation, so 
that no single worker can get more than 65 percent of what his aver- 
age weekly wages are. So in this case of this particular individual he 
would get no supplementation under Senator Moody’s bill. 

When we go over here we find that in Michigan the worker, for 
example, getting $50 a week, can only receive $27 a week benefits. 

He would then get a supplementation equal to the red line which 
would be ¢ hopped off at 65 percent of the $50, and so on over. 

You will notice that there is a definite ceiling. The red line shows 
what these Federal supplementations consist of. 

Senator Tarr. That ceiling on the red line is produced by the pro- 
vision that it shall not be more than 50 percent of what Michigan 
vives. 

Mr. Downs. There is a double ceiling. 

Senator Tarr. Is that why it does not go up? 

Mr. Downs. One provision is that he cannot get more than 50 per- 
cent of what the State provides. So in this case the person earning 
$30 a week, who gets $20 a week from the State, while the law says 
he would get 50 percent more or $10 more, the second ceiling comes 
into effect which says that in no case can he get more than 65 percent 
of his average weekly wages. So that there are two ceilings in effect. 
One is the 50 percent of the State fund and the second is that the 
aggregate or the total of the State and Federal cannot equal more 
than 65 percent for the single worker. And that goes on over. 

I think this shows it very clearly. 

So that in Michigan the maximum that could be received would 
be approximately $40, regardless of the wages. 

This next chart, I think, is even more significant. This is the situa- 
tion of the married man with a wife and two dependent children. 

Under the Michigan law, because of the dependency requirement, 
if he has $30 average weekly income, you will notice that instead of 
getting $20 he gets this additional dependency allowance which is $2 
a child or $4. And then that increases in this case. But he cannot 
in this case get any Federal supplementation because of the fact that 
the ceiling now becomes not 65 percent but 70 percent of his average 
weekly earnings. 
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So in the case of the man who is earning $40 a week, 70 percent o! 
that is $28 a week. He gets that under the State system, so that he 
cannot get the Federal supplementation. However, with the man 

arning $50 a week, the supplementation comes in. You see the red 
line showing what the Federal supplementation would amount to 
And that increases as the wages increase except that, again, the ceiling 
is applied which is 50 percent of the primary benefit rate plus the 
matching. 

In all cases, there is a ceiling. I believe that is approximately $48 
regardless of wages. 

| would also like to point out that in each case this vellow shows 
the worker’s loss in wages, even after he has had both the State and 
the Federal supplementation. 

This line is taken from the Department of Labor figures and has 
been adjusted by Mr. Tracy and brought up to date, which shows 
what it costs a man, wife, and two children to live. I believe that 
was in Detroit. ‘Those figures, of course, are available for other cities 

It shows that it costs approximately $70. So that even the worker 
with a wife and two children who has his State benefit plus his Federal! 
benefit still is under what is called a minimum standard of decency 

I think that is an extremely significant picture, particularly when 
we try to get the human element into this. 

Gentlemen, | wish we could take more time in thinking from thi 
viewpoint of these individuals who are out of work through no fault 
of their own. 

This next chart, | believe, is significant because of what Senator Taft 
brought out. It shows what happens under the Michigan system to 
the man with four dependents. 

You will notice that if he is getting $30 a week, he gets pretty nea: 
that in compensation. What is the percentage, Mr. Tracy? 

Mr. Tracy. It is about 90 percent. 

Mr. Downs. Mr. Tracy has the exact figures. He will get approx 
imately 90 percent of the $30 in benefit rates. 

1 think from that has come a certain amount of misinformatior 
about people getting more not to work than to work. 

Assuming that the fellow who gets $30 a week spends for lunch money 
$3 or $4 a week, and for carfare and incidental expenses. They claim 
that under the State system he is better off not working than working 
We could get into a discussion on that. I would not like to take up 
the time of the committee with it, however. 

However, I would like to emphasize this point, that if that is so, 
that has been created by the State and not by this bill. The isolated 
situation has been created by the State. Frankly, I think that any 
body who is earning $30 a week and has four children is one that I do 
not begrudge getting pretty close to $30 a week in unemployment 
compensation. 

I happen to have two children myself. Once I told my wife that | 
was going to give her $4 a week to feed the children. And she hit th: 
ceiling and said, “What are you doing that for?” 

I said, ‘Well, the Michigan Legislature says that it only takes $2 
apiece to keep a dependent. Let us see you get along on $4 for th: 
two children. 

Senator Moopy. There are a good many States, of course, that 
do not provide anything for dependents. 
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Also, in line with the point that Senator Taft made earlier, I would 
like to point out that the Michigan system on a Nation-w ide basis is 
comparatively favorable, although it certainly does not come up to 
what I would consider to be a proper system. 

I agree with you, Senator, that the legislature ought to act. I want 
to make a statement on that point in a minute. 

Mr. Downs. I think that the other charts are comparable. 

The black or gray-shaded shows what the unemployment worker 
with four dependent children gets under the State svstem. The red 
is the supplementation, that is, what he would get under this bill. 
{nd the yellow is his wage loss. 

| would say, again, that ‘these figures very definitely show that there 

sa tie-in between the Federal and the State system. 

One thing that is not shown on this chart is that if the individual 
gets nothing from the State svstem, if he is disqualified under the State 
law, if he works at some occupation which means he is not protected, 
then he gets no Federal supplementation. In other words, the Federal 
law’s administration ties in directly with the State. And the compu- 
tation is made after the State has made its own decision. 

| know that at later hearings you gentlemen will probably discuss 
the pros and cons of that problem, but | wish to emphasize again that 
here is an immediate problem. People are out of work. They are 
going hungry. The exhaustions are increasing in Michigan. And 
it is no fault of these individuals. This provides a kind of barnyard 
equity, a quick, easy system of remedying and providing the immedi- 
ate assistance to these individuals. 

Senator Moopy. Thank you, Mr. Downs. . 

Mr. Chairman, I would like to point out, also, that this map shows 
the surplus areas in the country. It shows that it is not 
problem. 

(The charts referred to appear on the following pages.) 

Senator Moopy. I have here this morning, for very brief testimony 
before the committee, if you would not mind hearing him, an unem- 
ployed worker from Indiana who is living with this situation, and 
whom I would like to ask you to hear in a few minutes. 

The CHatrMan. We will have to get to the floor to see what is 
going on over there. 

Senator Moopy. I would like to say one thing on the point, also, 
that Senator Taft made a few minutes ago. 

| would like to make the point that the Federal Government has 
not hesitated to act when there has been a substantial impact on 
other segments of the economy. I want to emphasize that this is not 
an attempt to federalize the system at all. 

| think the chairman is conscious of the fact that we did try to 
write the bill in such a way that it would not. And if there are other 
safeguards, Senator Taft, that you or any of your colleagues can write 
into this bill that will prevent a fede ralization of the system, it would 
be proper to do so, because it is certainly not the purpose of this bill 
to federalize. 

| realize that in some of the literature that has been put out on this 
bill by various people, the statement has been made—and, of course, 
this has nothing to do with you, sir—that it would federalize it. 

And at one point one pamphlet that I read last night said that the 
sponsors of the bill were committed to federalization of the system. 
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Well, now, nothing could be further from the truth. I cannot speak 
for all of the other 14 sponsors of this bill, but it certainly does not 
apply tome. As a matter of fact - 

Senator Tarr. The Social Security Administration and the De- 
partment of Labor, I notice. are going to come in here 

Senator Moovy. While I have had assistance from the Department 
of Labor and from the Social Security Administration In advising me 
on features of this bill, I did not know until I heard from them whethe1 
they would be for it or not. This is not their bil]. 

Senator Tarr. I just see that they have two witnesses here. 

Senator Moopy. When they finally saw it was a good bill, I was 
delighted to have them come in and to ask them to tesufy. But they 
did not draft it. This has been everybody’s bill. 

[t has been called a union bill. It has been called a L 
mené bill, and everything else. 

There are Senators on the bill who do not believe in the federaliza- 
tion of it. And one Senator, Senator Pastore, of Rhode Island, whom 
I invited to join as a Sponsor, refused to join because jt did not federal- 
ize the system. 

Another point is this: On the situation where other segments of the 
economy have been hit by this mobilization Impact there has been no 
hesitancy in the Senate or in the Congress—no hesitancy at all— 
say, “Well, this is the Government’s responsibility for 
obviously, a man should not be put out of business 
forced to sell below cost.”’ 

We have written into the National Production Act 

Senator Tarr. Wait a moment now, Senator Moody. 
pany does not get copper for its domestic needs, and it 
sated for its loss, not a cent. That is exactly the same situation. 

The companies that employ these men may have their business cut 
in half and the profits wiped out, and there is nO compensation. 

Senator Moopy. There is an attempt, however, in the Smaller 
Defense Plants Administration to do so, which we Wrote into the 
National Production Authority Act last vear. 

Senator Tarr. That does not give anybody any profits. Tt helps 
them with a loan, maybe, over some crisis. It is really in order to 
handle big contracts that they get it. Was that not the main purpose? 

Senator Moovy. That was not the main purpose. 

Senator Tarr, | thought so. 

Senator Moony. It Was Just tohelp them. ] think vou would 
that the effort of the Senate has been to avoid an unfair 
would be surprised to have anybody say that had not been 
It has been the policy, 

Senator Tarr. I do not think it has. I do not think we 
pensated anybody for results or losses resulting from the 
emergency, 

Senator Moopy. Have we not tried in every case to see to 
injustice was done, say, by price ceilings or such? 

Senator Tarr. We have not done a thing that | know of. 

Senator Moopy. You voted for the NPA Act. 

Senator Tarr, People have their profits cut by prices being fixed, 
They have their profits cut by taking away copper. Their profits are 
cut in all sorts of ways. There is no compensation for that that ] 
know of, 
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Senator Moony. Of course, there are all sorts of provisions in the 
law to prevent an impact like this from hitting people. 

Senator Tarr. I do not think that has anything to do with it. 
I do not see that it has. 

Senator Moopy. All of these things are for the purpose of prevent- 
ing unfairness. 

Senator Tarr. I would not dispute you on the broad purpose. 

Senator Moopy. I did not think you would. 

Senator Tarr. But I do not believe the Federal Treasury is com- 
pensating anybody because of incidental losses occurring from war 
rules or regulations, and so forth. 

Senator Moopy. Just a minute ago you said that it might be proper, 
that you might be willing to support a situation like that. 

Senator Tarr. That is the approach that I would undertake, 
IT think. 

Senator Moony. If you want to undertake that approach, I would 
be glad to support it. I think these people ought to be saved. I 
think that the Senate should take some action in equity here. “That 
is my main point. And I have worked out the system that I feel 
would be the most equitable. 

Senator Tarr. I would say so if the State of Michigan was not 
perfectly able. They have plenty of money. Itisthere. It is to use. 
It was collected for that purpose. It ought to be used for that 
purpose. 

Senator Moopy. Can I solicit your aid with the Republican legis- 
lature on this point? 

Senator Tarr. That is the main point. That is the only thing 
I care about. The whole theory of the unemployment compensation 
is that unemployment compensation is to be taken care of by the 
States. I do not like to depart from that theory. That is my 
only point. 

Senator Moony. I will tell you what I would like to do with you, 
and I say this in good nature and, perhaps, a little humorously, but 
I would like to go to Lansing with you and see if you and I could 
put across a good bill up there. They have not done anything so far 
on it. 

Senator Tarr. Lansing is in the State of Michigan. I would be 
butting in, if I undertook any such journey. 

Senator Moopy. But the fact is, Senator, that does not answer 
the fact that the Government has done this to these people. I do 
not say that critically. I think we have had to strengthen ourselves 
and to take this metal. 

Mr. Chairman, there is a man here from Indiana that I thought you 
might want to question, someone who has been hit by this thing. 
That is a part of my testimony. 

The CuHatrMan. I think we will have to recess now until 2 

Senator Frear. May I ask one question? 

The CHatrMan. The Secretary of Labor is coming up at 2:30. 

Senator Moopy. This chap has come down here at my request 
because I though you might like to have some grass roots feeling 
about that bill. 

The CuatrMan. Yes, sir. All right. 
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Senator Frear. [ am sorry that I was out for just a few minutes, 
Senator Moody, but have you stated what you thought it would 
cost Michigan by your proposed bill per year? 

Senator Moopy. What I thought my bill would cost Michigan? 

Senator Frear. Yes. 

Senator Moopy. This bill is not charged to Michigan. This bill 
would be a Federal augmentation. 

Senator Frear. What it would cost the Federal Government for 
unemployment in Michigan as created by your bill? 

Senator Moopy. | believe the figure is 27 million. 

Senator Frear. About 27 million? That is in addition to the 
regular? 

Senator Moopy. I am getting the exact figure from Mr. Tracy. 
| believe that would be the Federal contribution. 

Senator Frear. Do you know what the benefits were that were 
paid in Michigan for 1951? 

Senator Moopy. | think we have the figures here. We have a lot 
of figures. We did not know which ones we were going to be asked 
for, so we brought them all 

Mr. Downs. We will get them for vou 

(See p. 80.) 

Senator Moopy. While they are Jooking for those, Mr. Chairman, 
| should like to mention this. 

The CHatrMan. You can supply those figures that Senator Frear 
is asking for as to the total unemployment compensation paid by the 
State of Michigan, say, for the vear 1951? 

Senator Frear. Right 

Mr. Tracy. Yes. 

The CHarrman. And how much it would be increased under this 
bill, which, of course, would be paid out of the Federal Treasury? 

Senator Frear. That is right. 

The Cuarrman. If vou will supply those figures, that will be all 
right, 

Senator Moopy. | would like to make the point that this is not a 
loeal bill, of course. 

The CuairmMan. We understand that. It is very well to illustrate 
it by local conditions, however. 

Senator Moopy. Yes, indeed 

| would like, if possible, Mr. Chairman, to introduce into the record 
of the committee a series of articles by Mr. James Y. Newton, of the 
Washington Star, who went to Detroit. as one of the centers of this 
problem, and wrote what I consider to be a very illuminating and 
aecurate series of articles. I think they might be of benefit to the 
committee, if it wants to go that far in studying local conditions. — 1 
would like to emphasize that these conditions do exist in a number of 
other communities, too 

The CuarrmMan. Yes; we understand that. You may put them in 
the record. 

Senator Moopy. Thank you very much, sir. 

The articles by James Y. Newton are as follows:) 
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JAMES NEWTON SERIES 


Tue Derroir Srory: HArRpsHie CAausep By LAy-OFFs IN AUTOMOBILE PLANTS 
AND STRINGENT RELIEF LAw 


[Extension of remarks of Hon. Blair Moody of Michigan in the Senate of the 
United States Thursday, February 7, 1952] 


Mr. Moopy. Mr. President, I ask unanimous consent to have printed in the 
Appendix of the Record an unsually fine article entitled “The Detroit Story 
Lay-Offs in Auto Plant Cut Backs Bringing Families to Real Want,”’ by James Y. 
Newton, published in the Washington Evening Star of February 6, 1952. The 
article relates to the unemployment situation in Detroit and other cities, and 
relates directly to Senate bill 2504, the defense unemployment bill of 1952, which 
has been scheduled for hearings before the Finance Committee on February 19. 

1 also ask unanimous consent to have printed in the Appendix of the Record the 
second of a series of articles by Mr. Newton on the same subject, the latter article 
being entitled “Stringent Relief Law Balks Jobless in Quest for Relief.” 

There being no objection, the articles were ordered to be printed in the Record, 
as follows: 

[From the Washington Evening Star of February 6, 1952] 


Tue Detroit Story—Lay-Orrs In Auto PLant Cut-Backs BRINGING FAMILIES 
To REAL WANT 


(By James Y. Newton 


Detroit, February 6—The pretty and serious young housewife of a Detroit 
suburb seemed to have difficulty holding back a tear when she discussed their 
family problems. 

Her husband, Sam, is one of the 105,000 currently listed as unemployed in the 
Detroit area. Like so many of the others, Sam, being young and with little 
seniority at the plant, was just getting started well when the lay-off came. 

“They told him,” she said, ‘they just didn’t have enough stuff to make enough 
cars to keep everybody on. We bought so many things we needed for the kids and 
ourselves, and we haven’t finished paying for any of it.” 

The kids are a boy, 314, and a girl, 2, whose shyness at the start of the interview 
wore off rapidly as Mrs. Sam told her story. 

Her husband, 27, had served the avy in the Pacific during the war. He was 
from Illinois; she is a native of the area in which they live. They met and were 
married after he got a job in an automobile plant 


FIFTY-FIVE DOLLARS TAKE-HOME PAY 


Sam ’s last job was on a Chrysler assembly line, and he had worked there 3 years 
when laid off 2 months ago. His take-home pay at the last was $55 a week. It 
had been more earlier, before he was bumped down to make way for workers of more 
seniority. 

Sam and the Mrs., meanwhile, had taken on some obligations, aside from the 
two kids, between marriage and lay-off. They had bought a small, nondescript 
home, in a nondescript GI development, for which they are paying $51 a month 
They bought furniture and other things for which they are still paying. They 
are paving $50 a month on asmall 1951 car. Mrs. Sam said her husband needs it 
in his work. And from where he lives, he certainly needs it, if ever he is going to 
find work. 

“T don’t know how many places Sam has been looking for a job,” said his wife 
“He has been to a half dozen the last 2 days—the gas company, the telephone 
company, the tank arsenal. It’s discouraging, because so many won’t even take 
applications.” 

PHIRTY-ONE DOLLARS COMPENSATION 


The family is getting by on $31 a week unemployment compensation, and it has 
11 more weeks torun. After that, what happens? Mrs. Sam didn’t know. She 
did know their $400 in bonds has dwindled to less than $40 and that Sam’s father, 
73, had met the last car payment, something he can’t do next month. 

“T have kept up with the bills fairly well,” she said. “‘But now we are right 
down to the last thing.”’ 

There is hardship in Detroit, in Flint, and other centers because the materials 
that normally make automobiles have been diverted to military production. And 
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the orders for defense goods have not come in sufficient quantities to come close 
to taking up the slack in employment. 

Hundreds of families—an accelerating number—each week are running out of 
savings, unemployment compensation and other economic ‘‘cushions”’ h had 
separated them from real want. 

Aside from this human problem, there is something else of importance involved 
in the Detroit situation. It is preservation of the Nation’s capacity to mak« 
things. And 25 percent of that manufacturing capacity—for peace or war—is 
right in the Detroit area or not faraway. It is wasting away, as its all-important 
ingredient, manpower, drifts away seeking employment. 


whie 


WHAT ABOUT TOMORROW 


But the real seriousness of the work problem of Detroit and other automotive 
centers is not today’s situation, but what it might be tomorrow, a few weeks or 
months from now. 

Present estimates put the number of unemployed in the Detroit area at 105,000, 
or 7.2 percent of the total work force. The total of jobless in December was 
121,000, when many auto workers were laid off because of model changes.  Offi- 
cials said this decline in unemployment has no significance in that it reflects the 
normal fluctuation of employment as new model cars begin to flow from assembly 
lines in volume. 

The number of unemployed in all of Michigan is placed at 170,000. Walter P 
Reuther, president of the CLO United Automobile Workers, said there are 200,000 
out of work in the whole auto industry, both in and out of Michigan. The Detroit 
and Michigan figures reflect total unemployment, but a vast majority are auto 
workers. 

These figures would not show the total number of auto industry lay-offs 
Workers of little or no seniority were laid off in the early parts of last year. Some 
have found work in other area industries; many others have left in search of a 
living elsewhere. 


FORTY-SIX PERCENT PRODUCTION CUT 


In the present quarter-year (January through March) the industry will produce 
about 1,000,000 cars and 250,000 trucks, a reduction of 46 percent under first-half 
1950 levels. 

For the April-through-June quarter, the Government has allotted the industry 
enough copper and aluminum, the two scarcest metals, to build only 800,000 cars 
and 200,000 trucks. However, the industry was told it would be permitted to 
make 930,000 cars in the quarter-year if it can do so by stretching inventories and 
using substitutes for copper and aluminum. 

C. E. Wilson, president of General Motors, likens this situation to the Biblical 
story of the children of Israel, who were ordered by the Egyptians to make bricks 
without straw. 

“It caused trouble 3,000 years ago,”’ he said bitterly, ‘‘and it is causing troubk 
now.”’ 

It seems certain that additional quantities of aluminum will be given the auto 
industry, along with other civilian industries, as a result of reduced aircraft pro- 
duction schedules in the next year. But the auto makers still would face a bricks- 
without-straw situation on copper. 


FIFTY-SIX THOUSAND ESTIMATE FOR MARCH 


Max Horton, of the Michigan Employment Security Commission, says that if 
ear production is reduced to 800,000 per quarter it will raise long-term unemploy- 
ment in the Detroit area to about 156,000 by March. In addition, further short- 
term lay-offs may be expected, adding as many as 50,000 to the unemployed totals 
for periods of 1 to 3 weeks. 

A total of 103,000 persons in Michigan, 58,000 in the Detroit area—about double 
the figures of a year ago—are now receiving unemployment compensation. New 
claims are coming in at a rate of about 16,000 a week In December, Michigan 
paid out $6,266,000 to the unemployed. 

In December and January more than 11,000 persons exhausted their 20-week 
compensation payments, and the rate of exhausts is increasing weekly. 
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{From the Washington Evening Star of February 7, 1952] 


Tue Derroir Strory—S?RINGENT Revier Law Barks JoRLEss IN QuEST FOR 


RELIEF 
(By James Y. Newton) 


Derroir, February 7.—For the jobless resident of Detroit it is a long, hard 
step from the end of his unemployment compensation to the public relief rolls. 

The restrictions are so great that few try to qualify for relief benefits, and only 
a handful of those make it. This explains the anomaly of an actual decrease in 
the number of relief cases the past year, although unemployment has doubled to 
more than 100,000. 

Despite the heavy unemployment, only 100 of the 4,473 persons on the relief 
rolls were listed as employables, or fit for full-time work. 

Applications were coming in at a rate of 150 a day, and 1,700 cases were pending 
investigation. Yet, other records showed that more than 11,000 persons had 
exhausted unemployment compensation in December and January, and it was 
unlikely many of those had found work. Some undoubtedly were being cared for 
by church and other charities. 


DANGEROUS SITUATION 


To Daniel J. Ryan, superintendent of Detroit’s welfare department, the situa- 
tion is filled with danger. He said the danger signals increase as the employment 
problem becomes more acute. 

The first test of eligibility is that the applicant must be without compensation 
of any form, money, bonds, or other instruments convertible to cash, and he must 
have liquidated any life-insurance policies he may have possessed. 

After that, the investigation turns to the ability of any legally responsible 
relative of the applicant to support him. The “legally responsible’? group in 
cludes grandparents, parents, wife or husband, children or grandchildren. 

If the relative is found to have income in excess of what is considered enough to 
provide him a ‘“‘basiec standard of living,’’ he must turn it over to the applicant. 
If the relative refuses, he can be prosecuted. 


THREATS BRING PAYMENT 


In nearly all instances, the reluctant relative comes through after threat of 
court action by the county attorney. A few are on the stubborn side, including 
a wife with a $600 monthly income, whose husband is down and out. They are 
having marital difficulties but are still legally married. It looks as if she will be 
separated from some of her dough. 

Walter P. Reuther, president of the CIO United Automobile Workers, says 
“unemployment in 1952 creates more hardship than unemployment in 1932.”’ 

He points out that the general depression of prices helped the victim of the early 
1930’s. Whereas in 1952 the unemployed not only suffers from depressed in- 
come, but he must pay inflated prices for the things he needs. 

That statement probably is correct in cases where unemployment payments 
have run out, or in extreme cases of large dependency. But it wouldn’t seem to 
hold true of the average person still receiving compensation. 

Among the unemployed interviewed in Detroit, there is the case of the voung 
couple both of whom lost their jobs in auto plants—she in October and he in 
November. They have four children, ages 11, 9, 8, and 7. The two of them 
received a total of $62 a week compensation. 


DOWN FROM $130 


The family standard of living was built around the $130-a-week take-home pay 
they received when both were working. They were paying, per month, $36 rent, 
$20 (in January) heating oil, $4 for gas, $26 on the furniture, and $70 on their car. 
The weekly food bill for the six was taking about half the income. 

“You have got to feed them (the children) good or pay doctors’ bills,”’ the wife 
said. ‘‘Lots of mothers send their children to school without breakfast, but so far 
I haven't.” 

The couple is behind on payments for furniture and the automobile, but so far 
their creditors have been satisfied with a little each month. 

The wife said her $27-a-month compensation will expire in 4 weeks. 

“Boy, when that runs out, I don’t know what we will do.”’ 
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A 27-year-old veteran of the war in Europe is faring better. His compensation 
is about to expire, but his wife of 15 months is making $3,800 a year teaching 
school. They have no children. They are paying, among other things, $101 on 
their house and $64 on furniture each month. He bas toured the auto plants 
looking for work and finally has taken an examination for a post-office job. 


YOUTH IS DRAFT BAIT 


A 21-year-old youth, who had worked since he was 16, lost his job in December 
and couldn’t get another one ‘“‘because I am draft bait.’’ He said he had joined 
the National Guard and won’t be ealled this vear, but that it didn’t help him. 

The family has had all sorts of complications, including a sick father and brother. 
[wo other brothers on part-time work are paving the way for the family, with the 
help of the youth’s unemployment pay. 

A large proportion of the unemployed are young people, many of them born in 
the area. 

The big three of the automobile industrv—General Motors, Ford, and 
Chrylser—are, of course, the largest emplovers about Detroit, but there are 
thousands of other shops, most of which feed the auto industry Ford and 
Chrylser have more operations in the area than does GM, whose many more plants 
are more widely dispersed over Michigan and the entire country. 

Chrysler’s employment in the Detroit area has dropped from 97,000 a year ago 
to 80,000; Ford’s, from 95,000 to 86,000. The General Motors’ Detroit area pay- 
roll, including 42,000 persons, has shown a net decline of only 1,700 since last 
October. 

But these figures, including both salaried and hourly rated employees, do not 
indicate the full extent of lay-offs among production-line workers 


SALARIED STAFFS INCREASE 


All three companies actually added to their salaried staffs in the past vear, 
Ford by more than 1,500. This is explained as part of the build-up for defense 
work, including the employment of engineers for new plants A Ford spokesman 
said “‘the number of hourly rated workers will catch up when we get 
military contracts. 

For GM, the city of Flint is a larger center of production than is Detroit In 
Flint, the number of hourly ratcd workers declined from 46,500 a vear 
$1,500. 


H. W. Anderson, GM vice president, said his company has held lay-offs to a 
I } ; 


Zong on 


ago to 


minimum because, in the boom days of 1950 and before, GM made it a policy to 
work employees overtime rather than hire new ones. 
Hours of work have been cut greatly througbout the industry, so the number of 


persons unemploved is not a true measure of size of the depressior 
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Tue UNEMPLOYMENT Crisis IN DeETROI1 


kxtension of remarks of Hon. Blair Moody of Michigan in the Senate of the 
United States, Monday, February 11, 1952 


Mr. Moopy. Mr. President, I ask unanimous consent to have printed in the 
Appendix of the Record two additional articles by Mr. James Y. Newton, regard- 
ng the crisis of unemployment in my home city of Detroit. 

There being no objection, the articles were ordered to be printed in the Record, 
as follows: 


{From the Washington Star of February 8, 1952] 


Cue Detrroir Strory—Avutro Lasor CauGcut in Opp PINCH OF OUTPUT FOR WAR 
AND PEACE 


(By James Y. Newton) 


Detroit, February 8.—Industry leaders like C. E. Wilson, president of General 
Motors Corp., attribute the automobile industry’s unemployment problem to 
Washington bungling and Government mismanagement of metals allotments. 

Walter P. Reuther, president of the ClO United Automobile Workers and a 
powerful voice in the matter, places the blame largely on the manufacturers. He 
says they were too much concerned with business as usual and too little concerned 

& 
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with getting defense orders to absorb unemployment, which he warned them was 
coming 18 months ago. 

Most Government officials are inclined to regard the jobless situation as just 
one of the things that cannot be avoided, in some degree, in the shift from peace- 
time to military production. Nevertheless, they are attempting to do something 
about it, several months too late, in the opinion of Mr. Wilson. 

Regardless of the merits of these arguments, the problem of Detroit and the 
automobile industry are the result of the Truman administration’s decision to 
build a powerful military machine while maintaining a high-level civilian economy. 


MIXTURE FORMULATED 


In other words, short of all-out war, the country would mix production of 
weapons with “business as usual.’’ Military might would be built up gradually 
to a point believed sufficient to protect the free world from Russian aggression. 
Purely civilian production would be continued at the highest possible level short 
of interfering with the defense build-up. 

This decision was accepted by most of the country, and today there is virtually 
no opposition to it. The alternative after the Korean attack was to go all-out 
for defense. On that basis, since the decision of war or peace was theirs, the 
Russians could simply wait, while the United States bled itself white economically, 
maintaining an all-out war machine. 

Aside from the risk of quick Russian attack, the administration’s policy posed 
great problems in expanding basic materials output, copper, aluminum, and so 
forth—and productive facilities so the country could shoulder two big programs 
atone time. We are right in the middle of this vast expansion program now, and 
it is “chewing up” a large part of the metals that, when it is completed, will be 
available for weapons and civilian goods. 

The objective of the administration was, and is, to produce the equipment for an 
armed force of say 3,500,000, but to have available facilities to produce quickly 
for a 12,000,000-man force, should world war III come. 


DISLOCATIONS INEVITABLE 


All of this has called for a dovetailing of civilian and military effort that seems 
virtually impossible to carry out without dislocations and unemployment. It is 
the cause of Detroit’s present troubles. And Detroit’s troubles are expected to 
continue a year or more, until the expansion program 1s largely completea, and 
materials now going into new plants can be diverted to making goods for con- 
sumption by the military and civilians 

If the decision after Korea had been for all-out defense. unemployment would 
have been far more intense, but would have been for a shorter duration. 

Most of the billions spent so far for defense have gone for new plants and 
equipment. Auto workers do not build plants. 


NOT FOR FULL OPERATION 


Even when these new facilities are finished, they will be operated at only a 
fraction of capacity under the present program of preparedness, and short of war. 

“The military is not so much interested in production,’”’ said H. W. Anderson, 
General Motors vice president, ‘‘as being geared for production.”’ 

The machine tool bottleneck, the shortage of tools needed to make military 
products, is delaying operation of many new plants that are otherwise ready to 
run. 

Radical and sudden changes of design of weapons, particularly of airplanes and 
aircraft engines, are necessary causes of operation delays at other new plants. 
These changes reflect the incredibly swift progress of engineers and scientists in 
making the airplane more efficient and a deadlier weapon. 


TETHERED GIANT 


These are limitations to production that will not be solved soon. The auto 
industry would like nothing better than a ‘‘freeze’’ of weapons’ designs. Then 
its genius for mass production could be brought into play. 

The industry is like a thwarted giant. so tethered that he can only go so far in 
any direction. It has enormous capacity to produce. It is not allowed to use it 
fully to make automobiles, because the materials are needed for defense. Yet 
there is not the defense work available to fill the gap. e 
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Manly Fleischmann, Defense Production Administrator, recently appointed a 
task force to see what can be done toward solving the auto industry’s problem in 
the way of giving it more defense work. The group, headed by R. E. Gillmor, of 
the Sperry Corp., has just returned from a survey of the Detroit area. 

The Star’s survey was made independently of, but concurrently with, the 
Government investigation. Sessions Mr. Gillmor’s group held with the auto- 
mobile manufacturers, the United Auto Workers, and others were open to reporters. 


[From the Washington Star of February 10, 1952] 
More Metats Hetp ONLY CuRE For DeErrorr’s UNEMPLOYMENT 


(By James Y. Newton) 


A substantial increase in allotments of materials for manufacturing of new cars 
and trucks is the only effective method at hand immediately for treating the 
unemployment ills of Detroit and other automotive centers. 

And it is as good as certain the industry will get more of scarce aluminum and 
scarcer copper—enough to make well over the 800,000 cars and 200,000 trucks 
which have been prescribed as the ‘‘diet’’ of the mammoth industry in the April- 
May-June quarter year. 

There is virtually no chance, however, the industry will be allowed to make 
enough civilian vehicles to effect a cure of its economic troubles. That would 
take more materials than could safely be spared by the defense program. About 
the best Detroit can hope for is that it will be given enough of the stuff to make 
cars to check the rising unemployment, not enough to turn it back. 


ONE HUNDRED THOUSAND OUT OF WORK 


The only other way of providing jobs for the more than 100,000 Detroiters who 
are out of work would be to bring defense contracts to the half-idle factories. 

The Government sent a special task force to the distressed areas to see just 
what can be done along the defense-contracts line. Their report has not been 
completed. But actually there is very little that can be done on that score in 
the way of short-term help. 

Headed by R. E. Gillmor, an industrialist with a record of public service, the 
group gathered pounds of facts, figures, and opinions in a dozen lengthy sessions 
with all sides concerned with the problems. 

There are available acres of unused plant space. But the defense contracts 
which could be channeled in for quick effect in providing jobs are few and of a 
type that would use little manpower. 


NO IMMEDIATE HELP 


And the big contracts, the ‘‘elephants”’ of the defense program, which may be 
placed in the distressed areas, the ones requiring large numbers of workers, offer 
little help for months to come. It takes more than a year to tool up for the big 
jobs, to produce things like tanks or airplanes. 

The automobile industry already has a sizable slice of the defense program. 
Its unfilled weapons orders are in excess of $5,000,000,000, more than $3,000,000,- 
000 to be filled in the Detroit area. But most of the plants to produce these goods 
will not be in operation full-tilt until late this year or in 1953, because of time 
required to tool up and delays in getting equipment. Only 76,000 of the Detroit 
area’s 619,000 manufacturing workers now are engaged in defense work. 

Contracts for over $200,000,000 worth of munitions were let the past month 
to Michigan manufacturers. Many more elephants are needed to provide jobs 
in 1953:and 1954 and probably will be landed by the industry. 


QUICK RELIEF NEEDED 


But that doesn’t offer cheer to the family man whose unemployment compensa- 
tion is running out now. The really serious, pressing problem is to find ways of 
creating jobs the next 9 months or so before the big defense plants start hiring 
workers. 

The quickie defense contracts, the ones which could be fitted into auto plants 
with a minimum of retooling, would use very little of the surplus manpower. 
Some of those might call for production of helmets, jetisonable gas tanks for 
aircraft, or military trucks. 
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An official of the Studebaker Co. said that the 300 men turning out $25,000,000 
in civilian trucks on the assembly line in South Bend, Ind., probably could hand 
an order for $225,000,000 in military trucks with little extra effort. The big 
reason would be much greater cost of the military vehicle because of requirements 
for extra equipment. 

COULD FILL REQUIREMENTS 


The mass-producing auto industry could fill all requirements for such simple 
things to make as helmets and gas tanks in short order. 

In any event, Mr. Gillmor, leader of the task force, told the manufacturers that 
not much could be done in the field of quickie contracts before July 1, because 
defense funds for this fiscal year are largely committed. 

He said that from the standpoint of getting quick defense jobs to absorb th« 
unemployment, the solution rested largely with the manufacturers themselves. 
He suggested they: 

1. Draw back into Detroit and other distressed areas all contracts which had 
been placed outside, in areas of labor shortage. 

2. Seek subcontracts from the aircraft and instrument industries which are 
heavily loaded with work. 


STUDY JOB CREATIONS 


The Gillmor group is solely concerned with seeing what can be done about 
creating jobs through the placement of both long- and short-term defense con- 
tracts. The matter of increasing materials allotments for automobile manufac- 
ture is not in their province. 

In the present quarter-year, January through March, the industry will produce 
an estimated 1,000,000 cars, about 46 percent under the all-time peak reached in 
1950. For the 3 months starting March 1, the National Production Authority 
has allotted the industry aluminum and copper sufficient to make only 800,000 
cars. However, NPA said they may produce up to 930,000 in the quarter if 
they can do it by using inventories and substitutes for the scarce metals. 

Even at the present million-car per quarter rate, Michigan State authorities 
forecast the present number of unemployed in the Detroit aera will be increased 
14, 000 to 119,000 by March. So, unemployment will continue to be heavy even 
if NPA comes through with enough copper and aluminum to build another 
200,000 cars in the March—June quarter. The number of jobless will soar to 
156.000 if production is pegged at the 800.000 level. 


INDUSTRY NOT OPTIMISTIC 


The industry is not optimistic over the possibilities of increasing automobile 


output by the use of substitutes for aluminum and copper. The average car now 
requires 13 pounds of aluminum considered an irreducible minimum, and 55 pounds 
of copper. The radiator takes most of the copper. Experiments with copper- 


lined steel radiators reportedly have not worked out well. 

Auto industry prospects of getting increased allotments are much better for 
aluminum than for copper. Lowering of military aircraft production schedules 
to levels that can be reached, has released upward of 20,000,000 pounds of alumi- 
num for other uses. But the supply of copper, a large part of which is imported, 
remains very short. 

Walter P. Reuther, president of the CIO United Automobile Workers, said 
there are two possibilities of increasing substantially importations of copper. 
One is that other Atlantic Treaty Nations may be able to spare some. The 
other is that imports from Chile, one of the world’s largest producers, may be 
increased. This might be done, he said, by purchasing copper Chile sells on th 
open market, outside the treaty arrangement. 


ABOVE MARKET PRICE 


Chilean producers have been selling open-market copper at considerably more 
than the world market price. But even at the highly inflated price an auto manu- 
factucer said an overceiling investment of $30,000 would bring in enough copper 
to save Detroit more than $300,000 in unemployment payments. 

Mr. Reuther and the automobile manufacturers agree on some points and differ 
widely on others as to the cause and cure of the industry’s ills. 

Harold Vance, president of Studebaker, C. F. Wilson, president of General 
Motors, and other manufacturers blamed Government handling of materials 
allocations for most of their troubles. 
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Mr. Vance said that last fall the National Production Authority, which appor- 
tions materials, proclaimed a great shortage of a type of stainless steel used in 
cars. 

DENIES MATERIALS ARE SCARCI 


November so far as supply and demand are concerned to change the situatio1 
There never had been a shortage. 

‘T am quite sure the same situation exists in aluminum.” 

Mr. Wilson said that military contractors are getting more materials that 
they can fabricate and that inventories ‘“‘are increasing all over the country.’ 

“When the facts are known there not only will be a quantity of aluminum but 
a quantity of copper, too, coming back,” he added. 

Both Mr. Wilson and L. L. Colbert, president of Chrysler, predicted a great 
shortage of new cars this spring unless production quotas are raised 

Mr. Wilson said the industry needs materials to produce 1,100,000 cars and 
275,000 trucks each quarter to correct the job situation 

“That would clean it up,’’ he said 


“NPA how has decontrolled it,’ he said. Nothing has happened sine« 


STILL HAS UNEMPLOYMENT 


Mr. Reuther differed on that point He said that n 
produced in the last 3 months of 1951 and “we had nearly 
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Mr. Reuther said the industry, in solving the unemployment problem, ‘‘ needs 
all the help we can get on both fronts’’—in the way of increased auto quotas and 
in new defense contracts. 

He agreed increased antomobile production offered the best means of quic} 
treatment of unemployment, but he said the ‘‘dovetailing of a large volume of 
defense work into the automohile plants is the onk mie-tern olution to the 
problem.” 

Mr. Reuther also agreed with the manufacturers that the industrv had been 
discriminated against in the matter of materials allotments in that automobiles 
are classified as nonessential goods along with household equipment, costume 
jewelry, and gadgets. 

“They [Government officials] treated automobiles and trucks just as though the) 
are gadgets,’ he said. “They couldn't make these defense items if thev didn’t 
have them to haul people to work. Trucks are just as important as railroad ears 


PLANTS JIN FAR-OFF PLACES 


Mr. Reuther charged that the manufacturers have located many of their 
defense plants in far-off places like New Orleans, Texas, Delaware, so there would 
be no interference with civilian production 

“They get serious about defense work only when the situation gets 1 tough,’ 
he said. 


Mr. Reuther said that Chrvsler, for example, was teaching shrimp fishermen in 


New Orleans to make tank engines while Detroit tank-engine men are walking 
the streets. 

This work carried by the auto manufacturers to other sections should be pulled 
back and the manufacturers compensated by the Government for work done o 


the projects, he said. 

The new Government policy of le tting contracts to other than low bidders in 
order to get work to areas of surplus manpower, interests the small plants, of 
which there are thousands in the Detroit area. but not the big on 

“We have never lost a contract we deserved to get.”’ said Mr. Wilson. of GM. 
“We don’t want any of that help. It would only come back on us later.’ 

Senator Moopy. Mr. Ray Batcher, of South Bend, Ind., has come 
here. T would like permission for you to hear him now, or at 2:30 
or later this afternoon. 

The CuHatrmMan. We could hear him at 2:30, or he can make : 
statement now. 

It could go into the record, if he wishes to make a statement now 
We will be glad to have him 
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Senator Moopy. I think that if there are going to be other Senators 
here at 2:30 it might be better to have them hear it. 

The CHatrMANn. The Secretary of Labor will be here at 2:30. Mr. 
Cohen’s statement has been put in the record, that is, the statement 
of the Federal Security Agency. Did you wish to add anything to 
that statement? 

Mr. Couen. No, sir; except to answer any questions that you have. 

The CHArrRMAN. I understand. If you could be on hand this 
afternoon at 2:30 o’clock, that will be satisfactory. 

Senator Moopy. | should like to put in the record, Mr. Chairman, 
a few statistics that I think bear on this occasion. 

The total of 51 States, that is counting Alaska, Hawaii, and the 
District of Columbia as States for this instance, although | am not 
sure that the Senate will make them States—— 

The CHarrMAN. They have unemployment compensation acts. 

Senator Moopy. That is right. The average weekly wage in cov- 
ered jobs from April to June in 1951, nationally, is $64.73 

The average weekly payment of unemployment compensation is 
$21.86 nationally. 

You see that nationally, speaking very roughly, this would provide 
an increase of about $10 a week to anyone who would qualify under 
this bill in any area, any person. 

The ratio of unemployment compensation to wages, nationally, is 
now 33.8 percent. 

The amounts paid_ under this bill, if it were worked out on this 
basis, would be $28.77 a week which would raise the ratio of the 
weekly wage to 44.4 percent. 

You see, Mr. Chairman, that is a far cry from some of the state- 
ments that have been made about this bill. For some reason there 
has been a report going around that someone was trying to undermine 
the States in this thing. You remember we talked about that and I 
said that I wanted to avoid that because I knew it would be fatal. 
Nevertheless, there has been that report going around that we are 
trying to pay people more for not working than for working, and 
nothing could be more ridiculous. That is just not true. 

I feel very strongly that it is inequitable and unfair to people whose 
bread and butter is dependent on the extension period of this bill. 
Of course, it is unfortunate to have these misstatements made. I am 
sure that you as chairman will see that the committee gets the facts. 

The CuHatrMan. We will try to get the facts, of course. 

| think that what disturbs the State administrators is that this is 
in its ultimate effect an undermining and weakening of the State 
systems, the structures of the State systems. 

All of the American people have become very familiar with the old 
story of the camel just gi getting his nose under the tent. And it is right 
difficult to have the Federal Government ste p in because of the inade- 
quacies, maybe, of the States, so far as that goes, without the Federal 
Government finally being compelled to step in and take over alto- 
gether. That is what disturbs them. 

Senator Moopy. I am conscious that it disturbs some people. Of 
course, there are also people fighting the thing who thought that the 
Government was going in if there was any system of social security. 
I am sure you have had experience with that general approach, too. 





T 
com 
Se 
yy 
une! 
rene 
Stat 
of wi 
as li 
thou 
pay 
alwa 
oug! 
worl 
Se 
Tl 
U; 
cont 
une! 
Se 
vou 
toda 
that 
We | 
of tr 
oi 
that 
prop 
abou 
Ze. 
ored 
the | 
goin: 
he h 
and 
woul 
out | 
cond 
I t 
fact 
Tl 
Se 
Tl 
Se 
testi 
privi 
have 
com! 
Tl 
se 
Tl 
until 
Se 





rs 


[r. 
nt 
to 


ve. 
his 


wn, 


the 
not 


oOvVv- 


this 
the 


ate- 
here 
nine 
nd I 
ntal. 

are 
and 


hose 
bill. 
l am 
acts. 


Lis 1S 
State 


e old 
right 
rade- 
deral 
alto- 


an 
t the 
arity. 
, Loo. 








UNEMPLOYMENT COMPENSATION Sl 


The CHatrMan. What we did was done very largely through this 
committee 

Senator Moopy. That is right. 

The CHarRMAN (continuing): originally was to set up a system of 
unemployment compensation and asked the States to conform to very 
general and very liberal standards, because we wished to leave the 
States as far as possible free to judge the very definitely local problem 
of unemployment and what benefits should be paid so as to interfere 
as little with that general economy as possible. It was never the 
thought, of course, at any time that any State would undertake to 
pay full wages in the case of unemployment, but this committee has 
always been guided by the general philosophy that the payments 
ought not to be so near the wage as to destroy the incentive of the 
worker to find employment. 

Senator Moony. I agree with that. 

The CuarrmMan. And that is a sound principle, of course. 

Unemployment, of course, is really a terrifically horrible thing to 
contemplate when any large number of the population becomes 
unemployed. 

Senator Moopy. Yes, Senator. | certainly agree. And I hope that 
vou agree with me that in this situation where men would be working 
today if it were not for the fact that we have a threat from Russia, 
that we have to arm for, ought to be given a little unusual treatment. 
We have heard Senator Johnson this morning suggest a different sort 
of treatment for it. 

I simply feel that we as Congress cannot sit back and say merely 
that we are going to leave it to the legislatures of the States to take 
proper action in a situation where we can argue all day and all night 
about the technicalities of whether or not this does or does not federal- 
ize. I do not think it does in the slightest. I have certainly endeavy- 
ored to make it not federalize the thing. But in the last analysis, 
the fellow who has lost his job because of a shortage of metal, and is 
going to be expected to be there 3 months, or 6 months, or 9 months 
he has a home, he cannot move away. Some, of course, are moving 
and there is now a movement of labor between these areas. But it 
would be a communistic system to expect people to do so, to take them 
out of one area and put them in another area because of economic 
conditions—it would destroy what we really stand for in America. 

I think, therefore, that it is unfair not to take judicis al notice of the 
fact that this springs from a national condition 

The CuHairMan. | get your premise. 

Senator Moopy. May I sav one other thing? 

The CHAIRMAN. Yes, sir. 

Senator Moopy. I understand there is going to be considerable 
testimony on both sides of this bill. I wonder whether I might be 
privileged to appear very briefly at the end if there are any points that 
have been made that ought to be cleared up for the benefit of the 
committee. 

The CHArRMAN. Some day in the hearings; yes 

Senator Moopy. At your convenience. 

The CHatrMANn. Wednesday or Thursday, perhaps. We will run 
until Thursday. 

Senator Moopy. You will run until Thursday? 
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The CHarrMan.¥Yes, I think so. 

We will recess now until 2:30 o’clock this afternoon. 

Senator Moopy. Thank you very, very much, sir. 

The CHatrMAN. Thank you, sir. We are recessed. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at 2:30 p. m. this same day.) 


AFTERNOON SESSION 


The CuarrmMan. The committee will come to order. 

Senator Moody, is there some data that you wish to put into the 
record at this time? 

Senator Moopy. Yes, Mr. Chairman. 

In answer to the question you raised this morning about what 
the benefit payments were in the State of Michigan, for the calendar 
vear of 1951 they were $46,648,871. The maximum rate in the 
State had been increased from $24 to $27 on a day in July of 1951, so 
that the average payment in 1951 to ach unemployed person was 
$25.68, and the average payment for 1952, the expected average, is 

7.08. 

The CuHarrMan. That is for 1952? 

Senator Moopy. That is for 1952 

The CHarrMan. That is an estimated average? 

Senator Moopy. That is right, sir. The estimated payments for 
the calendar year of 1952 in the budget, the official budget, of the 
State, as it stands, would total $65,498,396. 

Mr. Chairman, as I said this morning, I thought you might like to 
have a little bit of the grass-roots testimony. This man does not 
want to talk too long. I know the Secretary of Labor is here. 

The Cuarrman. If the Secretary of Labor does not mind his preced- 
ing him, that is all right. 

Secretary Tonin. | would be delighted to do that. 

The CuatrMan. Thank you, Mr. Secretary. 

Senator Moopy. This is Mr. Ray Badger of South Bend, Ind. 

The CuHarrMAN. You can just be seated so that the stenographer 
can hear you, right there, maybe, where you are. 

Senator Moopy. May I ask a couple of questions to get him started? 

The Cnatrman. Yes. Identify him for the record. 

Give your name to the reporter. 

Senator Moopy. Give your name, please. 


STATEMENT OF RAYMOND BADGER 


Mr. BapGrer. My name is Raymond Badger. 

Senator Moopy. Will you tell the committee where you live? 

Mr. Banger. I live in Mishawaka which is a town bordering South 
Bend. 

Senator Moopy. That is in Indiana? 

Mr. Bapcrer. Mishawaka, Ind. 

Senator Moopy. What do you do for a living? 

Mr. Banger. I worked at the plant of the Studebaker Corp., at 
South Bend. 

Senator Moopy. What sort. of work did you do there? 

Mr. Bapcrer. I was a motor assembler. 
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Senator Moopy. Motor assembler? 
for Studebaker? 

Mr. BapcGer. Almost 2 years, a year and 10 months. 

Senator Moopy. I see. Were you laid off recently? 

Mr. Bavcer. The Ist of February. 

Senator Moopy. Now you are drawing unemployment compensa- 
tion from the State, are you not? 

Mr. Bapvcer. That is right; ves, sir. 

Senator Moopy. How much? 

Mr. Bapcer. The maximum that you can draw in Indiana is $27 a 
week for 20 weeks. 

Senator Moopy. That is the same as the law in Michigan. 

How much are you drawing? 

Mr. Bapcer. Well, I would qualify for the maximum of $27. 

Senator Moopy. You are not drawing it yet, as I understand it? 

Mr. Bapvcrr. No; I have not. There is a process you go through 
of signing up, and vou have a waiting period. I have not actually 
been drawing a check. 

Senator Moopy. You have not actually drawn a check yet? 

Mr. BapGrer. No. 

Senator Moopy. Why did you lose your job? 

Mr. Bapcrr. Well, we were told by the company, 
union, that a lay-off was necessary on account of 
materials, mainly steel. 

Senator Moopy. Mainly steel? 

Mr. Bapcer. Yes. 

Senator Moopy. Do you also know that there is a shortage of 
copper and aluminum that goes into automobiles? 

Mr. Banger. Yes; that enters into it, too. 

Senator Moopy. As a matter of fact, for your information, you 
can probably make more cars if steel were the only shortage. 

Now, you will draw about $27 a week? 

Mr. Bapcer. Right. 

Senator Moopy. How much does it cost you to live? 

Mr. Bapvaer. Well, I have three children and I also take care of 
my wife’s mother, and that makes six in the family. The best that 
I can make out it will take a minimum of $50 a week to just keep even 
with the expenses. 

Senator Moopy. How old are your children, Mr. BapGrr? 

Mr. Bapcer. I have one boy who is 12, another boy who is 8, and 
a girl of 5. 

Senator Moopy. A girl of five? 

Mr. BanGer. Yes, sir; that is right. 

Senator Moopvy. And yourself and your wife and your—— 

Mr. Bapcrr. My wife’s mother. 

Senator Moopy. And your wife’s 
that you have to take care of? 

Mr. Banger. That is my family. 

Senator Moopy. How much were you earning with Studebaker? 

Mr. Baparr. I would say an average of $80 a week. 

Senator Moopy. So you were earning $80 a week, and because the 
Government has come, necessarily, and has taken away from Stude- 
baker the metals on which you were working, you are now reduced to 
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an income of what you expect to be $27 a week in unemployment 
compensation? 

Mr. Baverr. That is right. 

Senator Moopy. What will you do after that 20-week period has 
expired? 

Mr. Bapvcrr. Well, that is a thing a person can only hope about. 
He can hope that he will be working before the 20 weeks are up, 
and as far as trying to plan beyond that, it is pretty hard to make any 
plans because you know that after 20 weeks are up you would not 
be drawing compensation any more, and if you were not working 
you would be in pretty bad shape. 

Senator Moopy. That is right. 

How well are you going to fare on your $27 a week, assuming you 
get it? 

Mr. Baperr. I would unavoidably fall behind in every way. | 
would say that my grocery bill would average $30 a week. 

Senator Moopy. Thirty dollars a week? 

Mr. Baperr. That is being real careful. 

Senator Moopy. That is not eating 

Mr. Bapcer. No luxury, no strawberries out of season. 

Senator Moopy. That is not eating T-bone steaks, is it? 

Mr. Bapcer. No. You might say that a nickel’s worth of soup 
meat costs almost a dollar and you do not buy steak, so there is the 
grocery bill alone 

Senator Moopy. You say your grocery bill has been about $30 a 
week? 

Mr. Bapcer. Has run about $30 a week. 

Senator Moopy. I see. So at the rate of $27 a week you would 
unavoidably fall behind, and not to mention house rent and the 
utility bills, or insurance, and other—how much insurance to you 
carry? 

Mr. BapGrr. I pav about $12 a month in insurance premiums. 

Senator Moopy. That is approximately 

Mr. Bapcrer. That is on the whole family. 

Senator Moopy (continuing). $3 a week for insurance, roughly. 

Mr. Bapverr. Yes. I really believe it might be a little more than 
that. 

Senator Moopy. So that if vou drew $27 a week from the State, 
why, vou would be running behind on your food bill alone, is that 
correct? 

Mr. BapGer. Absolutely. The way I have manage ‘dl that so far 

Senator Moopy. How have you managed it so far’ 

Mr. Bapcer. Well, I have traded at the same store for about 2 
vears and have good credit there, so I merely buy things on credit and 
pay on the bill what I can, because you have to keep up your utility 
bills and insurance; and as far as house rent, I am pretty lucky there 
I only pay $25 a month and it is a relative of mine who owns the house 
so if I do not pay him, why, I keep on staying there anyway. 

Senator Moopy. So you happen to be lucky in the place where you 
live. 

Mr. Banger. That is right. 

Senator Moopy. There might be other workers who might not b: 
so lucky. 
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Mr. BapGer. Others would not be in that good a position so far as 
the house is concerned. 

Senator Moopy. Do, you have any additional allowance for de- 
pendency in Indiana? 

Mr. Bapcrer. No, there is no allowance like that. It is a single 
man who draws the same as a man with children. 

Senator Moopy. How many people were laid off from Studebaker? 

Mr. Bapcrer. Between 2,500 and 3,000-—that is, we cannot get the 
exact figures. 

Senator Moopy. A great many people are inclined to say sometimes 
when a person is laid off he just goes somewhere else to get a job down 
the street if he really wants to work that he can get a job. Are there 
any jobs down at South Bend that you can get? Have you been try- 
ing to get jobs? 

Mr. Bapcer. I| have been trying. and I imagine most of the fellows 
laid off have, too, but the Studebaker lay-off and some other lav-offs 
there—the employment office there estimates there are about 5,000 
out of work in South Bend. 

Senator Moopy. That is pretty heavy unemployment. 

Mr. Baperr. It is pretty hard to find a job. 

Senator Moopy. There are 5,000 out of work in the city of South 
Bend and most of those are out of work because of the necessity of the 
Government having to take the metal away from the plant, is that 
right? 

Mr. BapGer. Yes; almost all of them. 

Senator Moopy. Your unemployment compensation which you 
are having to draw because of this federally caused unemployment is 
less than enough to take care of your groce ry bill for a family of six, 
is that your point? 

Mr. Bapcer. That is the point. 

Senator Moony. I think that is the case, Mr. Chairman 

The CuatrMan. What was your weekly wage, Mr. Badger? 

Mr. Bapcer. | beg pardon? 

The CuarrMan. What was you weekly pay? 

Mr. Bapcer. Oh, at Studebaker that would vary. I can only say 
that it would average $80 a week. 

The CHarrMan. About $80? 

Mr. Banger. Some weeks less and some weeks you might work a 
couple of hours overtime, and it would be a little more. 

The Cuairman. The maximum payment in Indiana under the em- 
ployment insurance compensation program is $27? 

Mr. BapGer. $27 a week; yes. 

The CuarrMan. In your case? 

Mr. Bapaer. Yes. 

Senator Kerr. In any case. 

Mr. Bapcer. Well, in some cases—I could not say how they figured 
that, but that is the maximum. It depends on what you had earned 
for the previous 6 months. 

The CuarrmMan. | see. That is the maximum, but if you were 
earning less than $80 a week 

Mr. Banger. You might easily draw less if you had not earned 
very high wages. 

The CHarrMan. Has there been any effort, any movement, in 
Indiana by the State to increase benefit payments? 
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Mr. Banger. Well, this $27 figure was raised from $20 only re- 
cently, that is in less than a year. The legislature raised that from 
$20 to $27 within the last year. 

The CnatrMan. I see. Since you were laid off? 

Mr. Bapcrr. No. 

The CHatrMan. Before you were laid off? 

Mr. Bapger. Before | was laid off, ves. 

The CuairMan. | see. 

Senator Kerr, do you have any questions? 

Senator Kerr. Is there any difference there between a payment 
received by a man with dependents from one who is without de- 
pendents? 

Mr. BapcGer. No difference on account of dependents. It depends 
altogether on what your earnings were. 

Senator Kerr. | thought 1 understood you to say that. In othe: 
words, if you were a single man you drew just as much as a married 
man with a number of dependents? 

Mr. Bapcer. That is right. The single man would draw the same 
as a man with eight or nine children as long as his earnings were thx 
same. 

The Cuarrman. Anything further? 

Senator Moopy. No. Thank you very much. 

The Cuarrman. Thank you very much, Mr. Badger. 

Senator Moopy. Mr. Chairman, you remember this morning when 
I opened up my remarks | said | was speaking for two or three, several 
other Senators? 

The CHairMAN. Yes. 

Senator Moopy. 1 named Senator Kefauver and Senator Douglas. 
Senator Benton has given me a letter for the committee. He has 
addressed it to you, Senator. Would you like me to put it in the 
record or shall I read it to the committee? 

The CHAIRMAN. You may put it in the record. 

Senator Moopy. [ would like to have it inserted at this point ¢ 
part of my remarks. 

The CHAIRMAN. You may put it in as part of your remarks 
(The letter referred to follows: ) 

Joint COMMITTEE ON THE Economic Report, 
February 19, 1952 


S 


Hon. WALTER GEORGE, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

My Dear Senator: As a cosponsor of S, 2504, the defense unemployment 
compensation bill of 1952, I would like to urge its approval by your committee. 

The imperative need for this legislation grows from a national crisis for which 
the Federal Government should accept a share of responsibility in relation. to 
the State governments. Our defense efforts have caused many vacuums in our 
normal civilian activities. Some of our most thriving industrial areas now find 
themselves hard hit, with unemployment spreading, because of disjointed tran- 
sition from normal production to defense activity. Such conversion is causing 
cut-backs throughout many sections of the country—New England, Pennsylvania, 
and many critical areas in the Midwest. Workers—skilled and valuable people 
who have spent vears and often lifetimes at their highly trained work—suddenly 
find themselves out of work. 

Seemingly the full impact of the diversion of civilian to military production 
will not materialize until the end of this vear or early in 1953. In the interim, 
I believe it is in the national interest and closely linked to our future security 
to preserve during this lay-over period these great pools of skilled manpower 
in the locations where they can best serve the national interest. These areas 
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are where they have lived and worked all their lives and where they will work 
again when the defense efforts hit full stride. 

This bill is in no sense socialistic. It nowhere usurps the States’ rights to 
determine the nature and extent of unemployment compensation This bill 
merely provides for the supplementing of State payment by the Federal Govern 
ment of 50 percent, and where States provide for additional allowances for de- 
pendents, dollar for dollar support. Ceilings for combined State-Federal pay- 
ments are to be set at no more than 65 percent of a single worker’s weekly wages 


and including dependents, 75 pereent. ‘lhe bill leaves it whollv to the State 
legislatures to determine the rate of State’s unemployment compensation. How 
much State’s payments shall be increased, and their duration would be contingent 
on the actions of the States. 

In this crisis, the Government must come to the aid of its citizens who are 
suffering through no fault of theirown. ‘lhousands of those who may be throw: 
out of work in other critical areas have made great and patriotic contributions 
veterans and workers to our economy and our security in the past and are 
preparing to do so again in the future. We Americans aid victims of disasters all 
over the world. We must assist in taking care of vietims of our own disasters. 


This bill would merely give them a better chance to preserve the homes which 
they have worked so hard to get, and a chance to remain ready to enter into the 
whirl of defense production as soon as possible 
Very sincerely yours, 
WILLIAM BENTON, 
United States Senate. 

Senator Moopy. Thank you very much for your kind hearing 
Mr. Chairman. 

The CHAIRMAN. You are quite welcome. 

Senator Moopy. As | understand it, after other witnesses have 
testified against it, vou will give me a brief period to answer 

The CuHarrMan. Yes; later on in the week. I do not know just 
what day it will be now. 

Senator Moopy. Thank you, Mr. Chairman; I understand. 

The CHAIRMAN. Secretary Tobin. Mr. Secretary, we have unde 
consideration, as you know, S. 2504, a bill introduced by Senato1 
Moody and other Senators, having to do with unemployment com- 
pensation on a temporary basis. Are you familiar with the bill? 

Secretary Topix. | am, Mr. Chairman. 

The CuarrMan. We are very glad to have your statement re- 
garding it. 

Secretary Topix. Thank you, Mr. Chairman. 


STATEMENT OF HON. MAURICE J. TOBIN, SECRETARY OF LABOR 


Secretary Topix. Mir. Chairman and members of the committee 
lam glad to have this opportunity to present some facts with respect 
to the present unemployment situation, and my views with respect 
to S. 2504. 

During the past 6 months there has been gradually increasing unem- 
ployment for the country as a whole. In August of 1951 there were 
1,578,000 unemploved workers in the labor force. These numbers 
have increased by approximately a half million to a January figure of 
2,054,000 unemploved. There is, of course, less unemployment now 
than before the fighting started in Korea. I also recognize that the 
past 6 months’ experience is affected by normal recurring seasonal 
unemployment. 

Senator Kerr. Mr. Secretary, do you at some place in your state- 
ment have the number both of emploved and unemployed as of this 
date and as of other dates in the past 18 months? 
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Secretary Topix. No; but I can furnish you with a table of that 
character that would show the total number of employees in the labor 
force, total number gainfully employed, and total number unem- 
ploved, and I could add a third column of total number of insured 
workers in the country, and the total numbers of unemployed insured 
workers. 

Senator Kerr. Of unemploved uninsured and of unemployed 
insured? 

Secretary Topin. Yes; both. 

Senator Kerr. | wonder if you would insert that into the record. 

Secretary Tosrn. I will be delighted to have it prepared and insert 
it in the record, with the approval of the chairman and the committee. 

The CuarrMan. Send it up, and we will be glad to insert it 

Secretary Topin. Thank you, Mr. Chairman. 

(The information referred to is as follows: ) 


Civilian labor force, total and covered employment, and total and insured unemploy- 
ment, 1946-51 
{In thousands] 
Covered under State 


Civilian labor force unemployment 
insurance laws 


Period Employment 

Unem- . | Unem- 

Total ploy- — ploy- 

Total Agricul- | Nonagri- ment as ment * 

tural cultural 
Monthly average 
1946 57, 520 55, 250 8, 320 46, 930 2, 270 30, 234 1, 339 
1947 60, 168 58, 027 8, 2fit 49, 761 2, 142 32, 278 1,014 
1948 61, 442 59, 378 7,973 51, 405 2, 064 33, OSS 1, 006 
1949 62, 105 58, 710 &, 026 ”), O84 3, 395 31, 695 1, 961 
1950 63, 099 5, 957 7, 07 2, 450 3,142 32, 887 1, 523 
1951 2, 884 61, 005 7, 054 3, 951 1, 879 34, 847 YS) 
1950-—January 61, 427 56, O47 6, 198 w), 749 4, 480 30, 867 2, 385 
February 61, 637 Ab, 953 i, 223 1), 730 4, G84 30, 709 2, 334 
March 61, 675 57, 551 6, 675 0), 877 4,123 31, 200 2, 205 
April #62, 183 58, 668 7, 195 51,473 3, 514 31, 722 1,911 
May 62, 788 59, 731 &, O62 1, 669 3, O57 $2, 255 1, 737 
June 64, 866 61, 482 9, 046 52, 436 3, 384 32, 901 1, 569 
July 64, 427 61,214 8, 440 2, 774 3, 213 33,174 1, 459 
August 64, 867 62, 367 &, 160 54, 207 2, 500 34, 094 1,119 
Septem ber 63, 567 61, 226 7,811 53, 415 2, 341 $4, 441 vO7 
October 63, 704 61, 764 &, 491 53, 273 1, 940 34, 392 779 
November 63, 512 61, 271 7, 551 53, 721 2, 240 34, 349 855 
December 62, 538 60, 308 6, 234 54.075 2, 229 34. 537 1, O16 
1951--January 61,514 59, 010 6, 018 52, 993 2, 503 33, 758 1, 191 
February 61,313 58, OOS 5, 930 52. O76 2 407 33, 949 1, OH 
March 62, 325 60, 179 6, 393 53, 785 2, 147 34, 409 935 
April 61, 789 60, 044 6, 645 53, 400 1,744 34. 506 O38 
May 62, 803 61, 198 7, 440 53, 753 1, 609 34, 702 961 
June 63, 783 61, 803 8, 035 53, 768 1, 980 35, 134 | 990 
July 64, 382 62, 526 7, 908 54, 618 1, 856 +35, 000 1, 037 
August #4, 208 62, 630 7, G88 54, 942 1, 578 3 35, 200 978 
Septem be I 63, 186 61, 580 7, 426 54,054 1, 606 + 35, 300 ROH 
October 63, 452 61, 836 7, 668 54, 168 1, 616 3 35, 300 SOS 
November 63, 164 61, 336 7, 022 54,314 1, 828 5 35, 300 900 
December 62, 688 61,014 6, 378 54, 636 1, 674 335, 600 1, 00% 
+ 


Based on Census estimates covering the week inclu ling the eighth of each month. 
? Based on State insured unemployment during the week including the eighth of each month, 
’ Estimated 


Source: Department of Commerce, Bureau of the Census and Department of Labor, Bureau of Employ- 
ment Security, Feb. 21, 1952 
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Secretary Topin. Nevertheless, much of the plight of those cur- 
rently unemployed has been definitely caused by conversion from 
civilian to defense production and by other serious repercussions of 
the emergeney with which the country is faced. 

Among the individual States, there were great variations in the 
percentage of insured unemployment. In some States the percentage 
of insured unemployment for 1951 was very low, in three States less 
than 1 percent, the District of Columbia, Colorado, and Texas. 

In three States, however, it ranged between 5 and 6 percent. Those 
States were Maine, New Hampshire, and Tennessee; and it ave raged 

» percent in the State of Rhode Island. 

‘These variations resulted from the differing impact of the national 
economic forces in this time of emergency on the economies in the 
individual States. These forces bore more heavily and adversely on 
some industries than upon others. Among those industries which 
have been most seriously affected are the automobile industry, the 
textile industry, the jewelry industry and the coal mining industry. 
These industries are ee ily concentrated in a few States, which, as a 
result, have suffered the worst unemployment. Thus while the 
Nation as a whole enjoyed unusually high employment there were 
local pools of critical unemployment. 

When we examine the 174 major labor market areas of the country 
we find that in January of this vear there were 18 areas in which the 
present and prospective labor supply substantially exceeded the 
demand. In another 100, the supply moderately exceeded the de- 
mand, making a total of 118 labor surplus areas. 

I might say that there were 51 communities in balance. 

Existing or anticipated labor shortages impeding defense production 
were limited to five major labor market areas. 4 

There are varying reasons for these conditions, some of them long 
range in nature, but, in digging for the facts behind the figures, we 
find recurring examples of the effect of the emergency upon our 
economy. Scare buying in the first months after invasion of the 
Republic of Korea brought about severe added maladjustments in the 
soft goods industries particularly in textile and apparel manufac- 
turing. The subsequent slackening of consumer demand dealt a 
severe blow to workers in New England and New York and even in 
the South. In other areas defense production has not yet taken up 
the slack caused by the need to curtail civilian production. 

The most spectacular illustration of this effect of the national 
emergency is the reclassification of Detroit in January of this year 
from an area of moderate labor surplus to one with a substantial 
labor surplus. These same forces account for the similar reclassifica- 
tion of the Flint labor market area. In other areas, which were 
similarly reclassified, declining consumer demand as well as material 
shortages were responsible for the change. 

Because of the dramatic change in the position of the Detroit labor 
market, it may be useful to review the course of continued claims for 
une mployment compensation benefits which have been filed in that 
city. When automobile production was at its 1951 peak during the 
month of April 1951, an average of 10,890 continued claims were : filed 
per week, 

Senator Kerr. Explain that to me, will you please, Mr. Secretary, 
that statement of continued claims? 


95909—52———-7 
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Secretary Tosin. Well, continued claims 

Senator Kerr. Does that mean the over-all average of claims 

Secretary Tosin. Yes. 

Senator Kerr (continuing). Which were receiving payments at any 
given time? 

Secretary Tosin. During the month of April in 1951. 

Senator Kerr. The average was 10,890? 

Secretary Topix. Yes. What is meant by continued claims, is 
meant those who have previously filed, but they are continuing unem- 
ploved, and those who filed during the current week of that April 
period. 

Senator Kerr. Yes. 

Secretary Topix. That was almost 11,000 

Following the extensive lay-offs in the automobile industry, an 
average of 32,865 continued claims were filed per week in August of 
1951. This figure of 32,865 jumped to 37,000 and such claims in 
January of 1952 jumped to 53,897. So, there was an increase of 
about 16,500 between December and January. 

For the Nation as a whole, insured unemployment under State 
systems in the week ended January 12, 1952, reached 1,420,193 
Now, remember, that is insured unemployed. ‘This amounted to 4.2 
percent of covered employment compared with 3.8 percent in January 
of 1951. 

Senator Kerr. Just a moment, that means that 4.2 percent of all 
workers 

Secretary Tosix. Covered by State ac nt insurance. 

Senator Kerr (continuing). Covered by unemployment insurance 
were unemploved? 

Secretary Topix. Yes, and had filed claims for unemployment 
Insurance. 

Senator Kerr. Yes. All right. 

Secretary Topix. That is four-tenths of,a percent higher than 
January of 1951 

During the same week, insured unemployment in six States was 
between 6 and 8.9 percent of covered employment, and in three 
States, it was 9 percent or more. Oddly enough the States of Oregon, 
Rhode Island, and Washington are the States I referred to, but 
Oregon and Washington are seasonal. The States over 6 percent 
1 will leave those for the record. 

Senator Kerr. How ts that? 

Secretary Tonrn. Arkansas, Idaho, Maine, Mississippi, New Hamp- 
shire, Rhode Island, and Tennessee were the ones I referred to as 
being between 6 and 8.9 percent. 

Senator Kerr. Of those which are seasonal, in vour opinion? 

Secretary ToBIn. wens I would say that Arkansas, Idaho, Oregon, 
Washington would be seasonal and the others—there is a fairly hard 

core of unemployment in the other States. 

Preliminary figures suggest that insured une mployment nationally 
has fallen about 60,000 since January 12 of this year. 

During the next 18 months, employment in the heavy defense in- 
dustries will expand with the completion of the work preliminary to 


mass production. ‘This expansion, combined with the demands of 


civilian production and agriculture, should increase total employment 
to an all-time peak. Nationally, unemployment will continue at a 
low level and may be expected to decline. 
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Senator JoHnson. Mr. Secretary, when you say ‘has fallen about 
60,000,” do you mean that it has increased or decreased? 

Secretary Topin. No, it has fallen. 

Senator Jounson. Has unemployment increased? 

Secretary Topin. Has declined about 60,000 since the week of 
January 12. That would be the week of January 26. 

Senator Kerr. That means there wére 60,000 more employed than 
there were now? 

Secretary Tonin. It means 60,000 fewer unemployed 

Senator Kerr. Fewer unemployed? 

Secretary Tonrn. | would say it does not necessarily mean that 
there are 60,000 more e mplove ds probably a hundred thousand micht 
have come into the labor force entirely apart from those insured. 

Senator Kerr. Do you have the ficures of the total number em- 
ployed at this time? 

Secretary Topix. The figure for the month of January, I believe, 
was 59,726,000. . 

Senator Kerr. Is that the total? 

Secretary Topix. In December it was 61,014,000 

Senator Kerr. Is that the total emploved? 

Secretary ‘Tosin. That ts the total number of people gainfully em- 
ployed in the United States, apart from those in the military forces 

Senator KERR. Including eivillan employees of the Federal (;overn- 
ment? 

Secretary Topix. Including civilian emplovees of the Federal 
Government 

Senator JoHuNnson. Including farm labor? 

Secretary Topix. Including farm labor. 

Senator Kerr. What was the highest number that we hav 

Secretary ToRIN. The highest we have One has Heenh Wi eXcess of 
62,000,000 during, | would say, July of 1951, and August, thro ioh 
there 

Senator Kerr. | had in mind that it was close to 623,000,000, and 


I noticed that one figure vou gave us here as to unemployment was 
January of 2,054,000, and 1 was wondering how on one occasion 
had been almost 63,000,000 emploved 

Secretary Topix. Well, vou see, January is a verv low employment 
month, and agriculture is quite a factor in it, and agricultural em- 
ployment would be at a very low level at this time 

Senator Kerr. Are the 2,000,000) unemploved insure 
ployed? 

Secretary Tonin. No. We have 1,400,000 insured unemployed at 
the present time. 

Senator Kerr. Now, vou see, the 59,726,000, and the 2,054,000 
would be 61,780,000 total emploved and unemploved, and I had 
understood both from what vou have told us and figures I have seen 


ile 


there 


I unem- 


elsewhere that some period last vear there were very nearly 63,000,000 
wr 62.5 million. 

Secretary Tonin. Well, at the peak of your agricultural season we 
are imevits ably going to be over 63,000,000 this vear, and I think that 
we probably would-- 

Senator Kerr. I am irving to figure out then how it is either not 


more employed or not more unemployed, because the total of the two 
gives us 62,180,000. 
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Secretary Topin. Well, people go out of the labor force, Senator. 
A great many people are seasonal workers and they are not included 
in the labor force unless the ‘y are seeking gainful employment. The 
statistics are taken by the Bureau of Census, and a person to be in- 
cluded in the labor force must either be working or see ‘king a job, and 
if they are not seeking a job they are not included in the labor force. 

Senator Kerr. I see. . 

Secretary Topin. And that is the reason you get this fluctuation. 
The fact that we will drop from 62,000,000 gainfully employed to 59 
and a half million does not mean that you have a corresponding 
increase in the unemployed, because people take themselves out of th 
labor force. 

Senator Kerr. At this time then there are 59,726,000. What 
were the figures a year ago? 

Secretary Topin. A year ago this January, January 13, of 1951, the 
total civilian labor force was 61,514,000, with 59,010,000 working. 

Senator Kerr. Fifty-nine million? 

Secretary Toprn. 59,010,000. 

Senator Kerr. And 10,000. 

Secretary Toprn. Yes. 

Senator Kerr. And the unemployed at that time were 2,000,000° 

Secretary Topix. The unemployed figure was 2,503,000. 

Senator Kerr. And the unemploved as of the same date this vear? 

Secretary Topix. Well, it was really unemployed of 2,503,000, but 
not at work. 

Senator Kerr. So that actually while you have this degree of 
unemployment there are nearly 500,000 more actually emplove ‘d today 
than a year ago? 

Secretary Tornrn. That is correct. 

Senator Kerr. You understand, I am not 

Secretary Toxsin. | thoroughly unaerstand, Senator. 

Senator Kerr. | was just curious about the total number of em 
ployed and employable; and I think that is very vital information you 
have given us, and | appreciate it. 

Secretary Topnrx. There are many other seasonal factors. O! 
course, in the summer months you have several million youngsters 
who complete college or rather on vacation from colleges and schools 
and of age to work, and then they go into the labor force if they express 
a desire to go to work. When Census makes its spot check they 
determine if they desire to work. Then they are tabulated in thi 
labor force, and if they are working they are tabulated in those who 
were gainfully employed. 

Senator Kerr. You gave me the information that clarified m) 
thinking when you told me that your tabulation of unemployed wer 
those who had no jobs but were looking for jobs. 

Secretary Topix. That is right. 

Senator Kerr. Yes. 

Secretary Topix. A number of local areas, however, may contin 
to have serious and troublesome unemployment problems. 

The Federal Government is taking a number of steps to relieve thi 
present unemployment problem in those areas with substantial labo: 
surpluses. Among other things, we are acting to place more defens 
contracts in such areas. As you know, on February 5 of this vear 

Charles E. Wilson, Director of the Office of Defense Mobilization 
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issued a directive under which employers in serious unemployment 
areas can be awarded Government contracts at reasonable price 
differentials. 

The awarding of contracts will not result in an immediate increase 
in employment. There is an inevitable time lag between the award 
of the contract and the start of production which is consumed by such 
preparatory work as drawing plans, tooling the plants, et cetera. 
Furthermore, while our objective is to make the conversion from 
civilian to defense production as smooth as possible, this cannot be 
accomplished so smoothly as to prevent thousands of workers in the 
metals industries from becoming unemployed. 

S. 2504 is not designed to reduce the amount of unemployment 
but rather to reduce the hardships encountered by the unemployed. 
This bill has the commendable objective of rec tifving inadequacies 
of the unemployment compensation benefits under our present sys- 
tem. Its introduction and consideration indicate a recognition that 
the unemployment compensation benefits provided today are insuffi- 
cient to buy the essentials of life at present prices. This is especially 
true of workers who have families because they spend a higher pro- 
portion of their incomes for the basic essentials such as food and 
housing. 

Although most States have increased their benefits, these increases 
have definitely failed to keep pace with changes in wages. For the 
average unemploved worker today, unemployment compensation 
benefits replace a smaller proportion of his wages than was the case 
in 1939 when unemployment compensation was just beginning. The 
average weekly payment for total unemployment during the quarter 
of October to December 1951 was $21.86. This was only about 
one-third of the average weekly wage of covered workers during 
the quarter of April to June 1951, which is the latest quarter for 
which these wage figures are available. In other words, the aver- 
age worker in the country is getting an unemployment compensation 
payment equivalent to one-third of his weekly wage. 

In 1939, the average weekly benefits were 4 percent of average 
wages. These benefits were inadequate then and benefits are even 
more inadequate today because average weekly benefits in the latest 
available ste utistics have dropped to 33.8 percent of weekly wages. 

In 1939, $15 was the most common maximum benefit allowed by 
the State laws. Today a majority of the States have a maximum 
of $25 or less. Six States—Alaska, New York, North Carolina, 
Pennsylvania, Washington, and Wisconsin—have raised their maxi- 
mums for a worker without dependents to $30. Nevertheless, the 
current maximum is a far smaller proportion of wages than in 1939. 
If even the typic ‘al $15 maximum of 1939 were translated into present 
terms in relation to average wages today, the maximum for an unem- 
ployed worker without dependents would have to be more than $36. 
But no State comes within $5 of that figure for workers without 
dependents and most States fall at least $11 short of it. In many 
States, the result has been that the majority of covered workers 
are entitled to receive the maximum weekly benefit, which is entirely 
inadequate in the light of present day wages and prices. Only 
States pay additional allowances for unemployed workers with 
dependents. 
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As this committee knows, the President and the Department of 
Labor have been calling attention to the inadequacy of benefits for 
the past several years and have recommended Federal minimum 
standards as the long-range solution to this and other shortcomings 
of the unemployment insurance program. One of these recommenda- 
tions was that the States be required to provide for minimum weekly 
benefits substantially equal to 50 percent of the claimant’s weekly 
wages up to a maximum of at least $30 a week for individuals without 
dependents; that would be 50 percent of a $60 weekly wage. 

We further recommended 60 percent of weekly wages up to at least 
$36 a week for individuals with one dependent; 65 percent of weekly 
wages up to at least $39 a week for individuals with two dependents, 
and 70 percent of weekly wages up to at least $42 a week for individuals 
with three of more dependents. I call your attention that this repre- 
sents the State maximum for the higher paid wage earners. Wages 
and living costs have increased considerably since these amounts 
were first proposed, and it is now my opinion that these maximums 
should be further increased. 

Incidentally, that original proposal is still before the Congress in 
the form of H. R. 525. 

This long-range solution, however, is of no immediate value to 
the more than one million workers who are now receiving unemploy- 
ment benefits. Even if these Federal minimum standards were en- 
acted today, it might require at least 2 years for all of the States to 
amend their laws to meet such standards. Yes, I will say it would 
require at least 2 years because in some States governors are elected 
in the odd years and their legislatures assemble on the immediate 
following even year, and that would mean that we could not expect 
Federal standards if enacted by the Congress at this session to be 
enacted into law by the States before June 30, 1954. 

Only 13 States have regular legislative sessions scheduled for 1952 
Moreover, although all but three States have had legislative sessions 
since the President recommended the Federal minimum standards in 
1950, there is still no State law with provisions which fully meet these 
standards. 

Therefore, if it is desired to bring the level of benefit payments up 
to a more nearly adequate level now, | believe that Federal action is 
necessary. There isno doubt that much of the present unemployment 
throughout the Nation is due to the national emergency, directly Ol 
indirectly, affecting all industies in various degrees. Certainly, the 
defense program has sufficient influence upon the unemployment 
existing to day to justify interim legislation on the part of the Federal 
Government. There is today an entirely different set of cireum- 
stances from those which prevail under normal industrial conditions 
when unemployment results from seasonal and other changes. 

The Moody bill, S. 2504, would provide supplementary benefit 
payments to the workers covered by a State unemployment compen- 
sation law whenever the governor of such State certifies and the See- 
retary of Labor finds, that there is substantial unemployment within 
the State. No supplementary benefits would be payable within a 
State unless its governor makes such a certification. It should be 
pointed out, however, that there are strong considerations for granting 
supplementary benefits in all States without any test of ‘‘substantial 
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unemployment,” in a given State. Unemployed workers need ade- 
quate unemployment benefits regardless of the amount of unemploy- 
ment existing in their States. The impact upon the individual un- 
employed is just as great whether he lives in Kankakee, Kans., or in 
Tulsa, Okla. The amount of groceries that a worker’s present un- 
employment check will buy is not affected by the number of his neigh- 
bors who are also unemployed. 

S. 2504 properly provides that no distinction will be made between 
workers in a State unemployed as a result of the national emergency 
and workers unemployed as a result of other economic forces. Such 
distinction would be exceedingly complicated and administratively 
impracticable to enforce. Moreover, it makes little difference to the 
unemployed workers which economic force caused their unemploy- 
ment. 

It appears to me that the Federal Government could appropriately 
discharge its hesponaipulity for the unemployment cause d by the un- 
usual national conditions by the payment of supplementary benefits 
on an interim basis. The payment of such benefits should continue 
no longer than a reasonable time to allow the States themselves to 
correct. the major short-comings of their laws in accordance with 
reasonable minimum standards. While such supplementary pay- 
ments could be paid on a short-term basis, they cannot and should 
not be paid by the Federal Government indefinitely. The States 
have accumulated billions of dollars in their unemployment trust to 
us, in the main, a fairly sound insurance system for all States. 

The CHarrMan. What is the amount now in the reserve held by 
the Government for administrative purposes? 

Secretary Topix. As you know, Senator, there is no reserve. The 
moneys are collected and they vo into the general fund. The total 
amount surplus from the enactment of the social security law of 1935 
or from the time collections started in about 1936, is around a billion 
dollars. 

The CHarrMan. Around a billion? 

Secretary Tosrn. Yes. 

The CHarrMan. Yes. 

Secretary Tonin. That is the total over and above the amount of 
the cost of Federal administration and State administration. 

The CHarrMan. Yes. 

Secretary Tostn. The grants to States and the costs federally run 
about $200,000,0900. Let us look into the future and at the surplus 
that will result if you were to take half of the fund, which would. 
amount to around $30,000,000, and place it in a reinsurance fund 
In a few years you would have a very sound reinsurance fund that 
could be used to assist States that need it and that meet definite and 
rigid Federal standards before they ont enjoy the benefits of this 
reinsurance, 

Where the State reserves have fallen to a statutory danger point 
then the State would be eligible for advances from the fund wherever 
it has met reasonable fiscal requirements in an effort to solve its own 
financial problems without assistance from the outside. In this way 
we would be pooling the extraordinary risks on a Nation-wide basis 
at comparatively minor cost to the Federal Government. 

In conclusion, I believe that a significant increase in the amount 
of the unemployment compensation benefits paid by the States is an 
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immediate necessity. I also believe that these benefit amounts cannot 
be increased rapidly enough through State action alone. For these 
reasons, | wholeheartedly favor the general objectives and principles 
of S. 2504 as a basis for corrective action during the interim period 
before Federal minimum standards can be established and the State 
laws amended to meet those standards. 

The CuarrmMan. Mr. Secretary, will you supply the committee 
with the amounts now held by the various and several States in their 
insurance funds? 

Secretary Toxsrn. It is roughly $7,750,000,000 

Senator Kerr. I think the chairman meant the individual States. 

The CHarrMan. Can you break it down? 

Secretary Tonin. Yes; I have a table here in which I can give you 
the reserves in every one of the States and their percentage to taxable 
wages. 

The CuarrMan. That is for all of the States, the 51 systems, 
I believe? 

Secretary Tonrn. It is for the 51 systems; that is correct. 

Senator Jonnson. As of what date? 

Secretary Tonrn. As of 7 weeks ago, the last day of the year, 1951. 

The CHarRMAN. You can supply that? 

Secretary Tonrn. Yes; I have a table that I can supply. 

The CHarrMAN. Supply it to the reporter. 

Secretary Torry. I will leave it with him at the termination of the 
hearing. 

The Cuarrman. Yes; leave it with the reporter. We would like 
to have it in the record. 

(The document above referred to is as follows:) 
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annot. Unemployment insurance financial experience, 1951 
these {Amounts in thousands: corrected to Feb, 13, 1952] 
ciples a ; 
yeriod Benefits paid Reserves, Dec. 31, 1951 
’ | ; é 
State | Taxecol- | sin 
lections nterest Percent of Percent of 
| Amount taxable Amount taxable 
nittee | | wages wages 
| their 
State $1, 492, 642 $158, 265 $840, 411 0.9 | $7, 782, 181 8.1 
Alabama 15, 749 1, 324 8, 218 s 65, 704 6.2 
: Alaska 2, 423 189 1,785 1.4 1, 968 7.8 
states. Arizona 5, 334 700 1, 281 4 35, 018 10.7 
Arkansas 7, 460 822 4,484 9 40, 326 8.0 
California 182, 620) 13, 200 95, 083 1.2 674, 621 8.4 
re vou Colorado 1, 260 1, 236 _< 61, 550 10.4 
, Connecticut , 634 10, 419 5 181, 915 9,4 
ixable Delaware ‘ 304 064 } 15. 739 56 
District of Columbia 1,044 1, 557 } 50, 678 R.8 
Florida 1, 641 6, 560 6 77, 757 7.4 
stems, Georgia 2, 445 &, 45 f 118. 170 9.0 
Hawaii 4176 1.815 R 93. O80 10.0 
Idaho 624 1, 902 7 31, 41 11.7 
Illinois ) R59 6.877 g {73.87 6&7 
Indiana . 1, 484 13, 957 217. 405 7.5 
lowa 2,219 ; 004 {3 105, 405 10.8 
- Kansas 1,438 849 G9. FOF 9.1 
, 1951. Kentucky 2 797 10, 812 1 12.6 
Louisiana 2, 178 13, 254 1.2 9.3 
Maine R17 5. 559 1.2 8.7 
Maryland 2, 503 8, 758 f 8.0 
Massachusetts 2, 483 48, 52 1.2 —3.6 
Michigan 7, 344 47, 120 9 —6.5 
» Minnesota 2 652 » 195 f s 
of the oe. oo a 3 10.6 
Missouri 4 417 12. 090 f 9.9 
- Montana 715 2, 285 8 85 ; 12.2 
id like Nebraska 799 1, 518 39. 079 | 8.8 
Nevadi 274 1, 27 1.1 13, 444 11.6 
New Hampshire 440 99 1.6 1 144 6.3 
New Jersey 9, 366 43, 844 1.1 450, 485 11.2 
New Mexico 74 1, 027 1 29, 034 10.2 
New York 1. O56 189. 095 1.5 1. O60. 516 8.4 
North Carolina 639 17. 464 1.1 72. I87 10.5 
North Dakota 208 1. 18% ) 10. 549 8.3 
Ohio 1, 658 ®% 125 { 1, 893 8.5 
Oklahoma 019 », 848 8 19. 431 6.4 
Oregon 1, 634 10, 446 1.0 79. 192 7.8 
Pennsylvania 12.319 66, 336 “ 610. 440 y 
Rhode Island 519 17. 408 2.7 22 —3.6 
South Carolina 1, 162 6, 171 8 57, 574 7.3 
South Dakota A 712 1 22 8.4 
Lennesset 159 4,039 a9 103, 754 8.1 
Pexas 140 986 2 248, 274 | 7.3 
Utah 6890 2 358 7 188 9.3 
Vermont 2 1. 374 g 15. 718 9.3 
Virginia 1. 830 901 5 RQ ) 6.9 
Washington GSS 15, 004 ) 179. 877 7.3 
West Virginia 1, 850 & 19 7 0). 351 8.0 
Wisconsin " 4 O56 7 254 ; 9 406 10.6 
Wyoming = 1, 857 280 793 5 13, 983 9.2 
NOTE State figures do not necessarily idd to totals due to rounding. 
Source; U. 8S. Department of Labor, Bureau of Employment Security, Division of Program Standards 


Financial and Actuarial Branch, Feb. 15, 1952 


The CHarrman. Any questions, Senator Kerr? 

Senator Kerr. No questions. 

The CHarrMan. Senator Johnson? 

Senator Jounson. No questions, 

The CuarrMan. Mr. Secretary, as I understand it, vou have always 
believed, or do you now believe that payments made even in those 
areas where there is no unreasonable or extraordinary, rather, extraor- 
dinary unemployment due to the defense effort should be increased. 
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Secretary Torin. I do. I feel the payments generally over the 
country 

The CHatrrMan. Are inadequate? 

Secretary Tosrn (continuing). Are inadequate; and I think that if 
the States had the courage way back in 1936 to write laws that would 
result in average payments substantially over 40 percent of average 
wages that they should have laws today that would at least be as 
courageous in their approach; whereas the average payment was 33.8 
percent of the average wage in the vear 1951, typified by the voung 
man who appeared before you from the State of Indiana, who said his 
average earnings were approximately $80, and the maximum that he 
could receive in his State was $27—it would work out to a figure 
below \ of his wages. There are quite a few States—well, there are 
several States in the Union—in which unemployment-compensation 
payments approximate less than 30 percent of average wages. 

The CuarrmMan. How many States in the Union, Mr. Secretary, do 
not take into account nor make payments for children? 

ecretary Toxin. Well, of the 51 systems 

The ( ‘HAIRMAN. Dependents. 

Secretary Toprin (continuing). In effect, of the 48 States, I think 9 
States have unemployment-compensation payme won to dependents, 
and also the District of Columbia and the Territory of Alaska; so that 
there are 39 States without payments to Amistlonts, 

The CHarrMan. Mr. Secretary, might I ask you if the States, any 
of the States, would be required to amend their laws in order to prevent 
the deduction of the Federal payment under this bill, if it should pass, 
from the total amount of compensation payable under their laws? 

Secretary Torr. Under this act there would be no deduction. This 
would be a supplementary payment to the State benefits. 

The Cuarrman. Are any of the States, though, required to consider 
any payment made by the Federal Government as a deduction, 
thereby reducing the amount of the payment that they will make out 
of their funds? 

Secretary Torry. Well, the best answer I can give to that, Senator, 
is the Seamen’s Reconversion Unemployment Benefits Act which was 
enacted in 1946. | am familiar with the hearings on the Kilgore bill 
in 1945. 

The Cuarrman. I know that point was presented at that time. 

Secretary Torry. And in 1946 Congress enacted the seamen’s bill 
which is not unlike the Moody bill in the sense that there is a com- 
bination of wage credits. I think almost all of the elements are in the 
Moody bill that were mm the Seamen’s Act. First in the seamen’s 
bill there was a Federal law; second, there was a Federal appropriation, 
and, third, the States made payment of Federal moneys and State 
moneys to the same individual. Apparently there was no legal bar. 
The overwhelming majority of the States, made payments under the 
seamen’s law. 

Now, it seems odd to me that no legal issue was raised on that, and 
apparently it must have been felt to be legal, because it was enacted 
into law the year after the Kilgore bill was considered. 

The Cuarrman. Yes. Thank you very much, Mr. Secretary. 

Are there any further ‘r questions of the Secrets ary? Is there anything 
else that you wish the Secretary to supply for : record? 
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Secretary Torin. There is one other statement [ would like to 
make to give the atmosphere of the thinking of the House Ways and 
Means Committee in its report of 1935. 

The Federal responsibility for an adequate Nation-wide unemploy- 
ment insurance system has been established since 1935. In reporting 
the bill for the original Social Security Act of 1935 the House Com- 
mittee on Wavs and Means said the following, and [ quote: 


The failure of the States to enact unemployment insurance la = due largely 
to the fact that to do so would handicap their industries in competition with the 


lustries of other States. The bill permits the States wid liseretion with 
respect to the unemployment compensation laws they may wish to enac Yet 
the Federal Government, under this bill, has important functions to perform i 
order to make it possible for the States to have unemployment insurance laws and 
to facilitate their operatio: It equalizes competitive condit through the 
imposition of en ploy ment excise Taxes, 


I would like to point out that the thinking of the Congress at that 
time was to equalize the burden over the respective States. The 
Federal Government's employment tax was effected in 1935 to equalize 
interstate competition and to permit all States to enact unemploy- 
ment insurance laws 

Since then, however, the variation among States in benefits and in 

i 
among the States. The Federal Government’s responsibility is 
basically the same now, to assist the States to have adi quate unem- 
ployment insurance systems, as it was in 1935, to assist them to have 
unemployment insurance svstems at all. What was done then by 


employ ment taxes has brought back the same competttive condition 


the Nation-wide employment tax has to be sought now by Nation- 
wide standards so that no State is prevented from paying benefits 
by fear of handicapping its emplovers in competition with industry 


in other States. 

Now, way back in 1938 all of the States were collecting a uniform 
tax of 2.7 percent, and the benefits generally over the country were 
fairly generous in relation to wages as compared with those paid today. 
The reason is that subs« quently the 2.7 percent ceas “l to be an even 
payment over the Nation, and now you find inadequate payments in 
some States due in large measure to the endeavor to keep down costs 
to the respective States 

Now, to get back to sound standards I would think that what we 
have fot to do is Lo CLIVE primary consideration to the first purpose of 
unemployment compensation, and that is an adequate income for an 
unemployed worker, income sufficient to at least buy his family the 


bare necessities of life. I think that one answer would be for the 
Federal Government to protect the worker by establishing minimum 
standards for all of the States in the Union. But I savy that it is 


eroing to take at least until June 30 of 1954 to do this. Therefore the 
Senate Finance Commiitee should give serious consideration to the 
Moody proposal as an interim measure until such time as adequate 
standards can be established at a national level. Congressional reports, 
and the legislative history all indicate that there was a recognition of 
national responsibility for an adequate system. The only way that 
the Federal Government can live up to its responsibility to see that 
there is an adequate system in every part of the Nation is to establish 
definite minimum standards for all of the States and Territories for 
the System. 
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Secretary, did you give us the number of gain- 


fully employed who were eligible for unemployment compensation? 
Secretary Tosrn. No; I did not. 
The CuHarrMan. If you would, please supply that for the record. 

You said that 2,054,000 amounted to an over-all 

percentage of 4.2 percent; did you not? 


Senator KERR. 


Secretary 


Secretary 


questions? 


ToBIN. 


vy Tosi. 
The CHAIRMAN. 


Yes; 


ood many 


vears 


I did, and I am going to supply a table that 
will show your total employment for a 
unemployed, your 


back, and 


total insured and your total insured unemployed, 
by years, which I shall be pleased to submit. 
The Cuarrman. Uninsured? 


We would like to have it. 
if you would supply that. 
Are there any further questions of any members of the committee? 
Thank you very much. 
Does any member of the committee desire 


here this morning. 
(The following tables were subsequently supplied for the record:) 
| 7 i 


Insured 


unemp loy mre nt, 
employment 


Insured 


unemploy- 


week 


_ that week, 


Ratio (percent 
of State insured 
unemployment 
to average 
covered 
employment 


_— oe week ended 
12, 1952 

Jan. Dee. Jan 

12, 8, 13, 

1952 | 1951 | 1951 

a St otal 164, 19 1.2 0 , & 
Alabar 16. 17¢ -. LO & 
ATizo 2, S7¢ 2. § 2.2 I 
Arkansas M67 | 6.7 | 3.8 ; 
Calif Ms 5.2 2 8 Q 
Colorado 2, 584 2 6 l.¢ 
Connecticut 6, 154 25 Ls 2.5 
Delawatr 1,948 | 1.9), 1.2 2. | 
District of Columbi 2,470 | 1.1 l.¢ 
Florida 11,630 | 2.7) 2.3 3 
Creorgia 149, 042 3.4 2.5 2.9 
Idaho 7,994 | 8.2) 3.4 7.0 
Illinois 78, 405 | 3.3 | 2.4 3.6 
Indiana 25,829 | 2.7 | 2.0 ica 
lowa 8. 222 | 2.3 Q 2. 1 
Kansas 6, 38 2.3 1.3 2.6 
Kentuckv 19, 79 1.9) 3.7 3,7 
Louisiana 18, 792 4.0 2.7 4.2 
Maine 10. 304 6.0 | 6.4 6.3 
Maryland 14,376 | 2.4/1.4 2.6 
Massachusett 66,174 4.5 4 3.8 
Michigan Y1, 767 5.3 8 4.1 
Minnesota 23. O10 1.0) 2.0 .. 5 
Mississippi 11,420 6.0 1.4 s 
M issour: 28,094 | 3.5 | 3.3 2 


Weekly iata not report 
Includes 44,000 uner 
State 


ed by 


nployed covered by the 


Alaska and Hawaii 


€ nde d Jan 


12, 195 > and 
1 month earlie 


Montatr 

Ne br isk i 
Nevada 

New Hamy 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsy!vania 
Rhode Island 
South Carolina 
South Dakota 
Pennesses 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 

W yoming 


railroad unemployment 


££ and I 


Yes; I shall submit complete tables. 
We would appreciate it 


to ask Mr. 


I do not know whether he is here this afternoon. 
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Average weekly payment under State unemployment insurance laws, October-December 
1951, estimated average payment under S. 2504, and ratio to average weekly wage, 


April-June 1951 


Average 

weekly 

Vage in 

mtate covered 
jobs, April 

June 1951 
Total, 51 States $64. 73 
Alabama 52. 65 
Alaska 102. 25 
Arizona 63.12 
Arkansas 44.41 
California 70. 04 
Colorado 60. 73 
Connecticut fi8. 85 
Delaware 63. 71 
District of Columbia fi). 48 
Florida 43. 04 

Georgia 50 
Hawaii 53. 29 
Idaho 58. 30 
Illinois 71. 21 
Indiana 9,14 
lowa 60.12 
Kansas 62. 67 
Kentucky AB. SO 
Louisiana 3.84 
Maine 4. US 
Maryland 7. 40 
Massachusett o. 74 
Michigat 76.77 
Minnesota 60. 6 
Mississippi 44.7 
Missouri 60.7 
Montana 58.99 
Nebraska (i. tf 
Nevada 64. 2 
New Hampshire 136 
New Jersey 60. GS 
New Mexic? AS. 36 
New York i), 22 
North Carolina 178 
North Dakota 4 
Oh 70. 06 
Oklahoma 60, 47 
Oregon 70. 41 
Pennsylvania 2. 44 
Rhode Island O 
South Carolina 50. 01 
South Dakota 55. 14 
Tennessee 53. 82 
Texas 59. 58 
Utah 5S. 46 
Vermont 57.34 
Virginia 54.18 
Washington 68. 60 
West Virginia 67. 56 
Wisconsin 67. 62 
Wyoming 5B. 55 


1 Includes dependents allowances where payable 


2 Includes dependents allowances where payabk 


Estimate based on the 


A verage 
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weekly 


for 


tot 


employment, 
ber-December 
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Sb 


xo 


10 





il 


pay 


ul 
Oct 
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in 





total aver 
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igreer 


ent under 


Ratio to 
iverage 
weekly 
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) 


isn 


z 


10. ¢ 


in, 2 


iption that weekly wages 


in all States except Michigan and Wisconsin are equal to approximately “sth of high-quarter earnings. 
In those 2 States, weekly wages were assumed to be the average weekly wag: 


weekly benefit amount is based 


which each claimant’ 
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Ratio of average weekly payment in unemployment insurance 
and October-December 1951, to average weekly wage in covers 
19389 and April—June 1951, by States 


z Jul (—-Se ple aE he r 1939 
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Average 
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in covert 
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mY A pril—June 
1951 
I il. 51 St $10. 87 $21. 86 $25. 79 $64. 73 {2.1 8 
Alabama 7.23 16 4.02 2 41 1.1 
Alaska 15. Om SY 30 4] 102, 25 5.2 28.3 
Arizona 10, 90 2.10 24.47 63, 12 14.5 x18 
Ark 6. 34 17. 28 15.7 14.4 } x4 
Calif I 1. 3Yu 22.80 2u } s 2. ( 
C 10 11.13 ”). 31 1.3 7 45.8 3.4 
( ticut » 20, 18 27.01 HS. SS 20 
I \ 2 oO HO ~i t 7 s Lo 
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L939 , . 

} Ratio of maximum weekly benefit amount in unemployment insurance, July 1939 

mber ty - ‘ . a : ; S 
and February 1952, to average weekly wage in covered jobs, July-September 1939 
and April-June 1951, by States 

rf : 

Maximum weekly Average weekly wage Rot dans f 
benefit amount n covered jot = aciclcs ; 

me 
kly 
an I ul M im 
her- Stat Ju 39 t February 
nhber } } ] Sor a | 452 to 
oa July 1939 Febr July I \ : s 

0 G2 ‘ m URgd ) 7 : 

( eeRILyY 
khy . t wa April 
: wo june 195 
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Potal State $95. 79 ry, 
3.8 Alabama $15 $99 1) 9 ao $1.8 
A lash 30. 00-48. 00 ,4 ( 29 16.9 

1 Arizo 5 mY (M)-2F uM 4.4 - 4 9 

mR ArKuns 2. ! 4 2 

1.8 Califor 1 25, (MK ? — 

2G Col 1d0 ] 29 s 4 1 

» Conne it 15 | 24. 00-36. 0 ER 8 1 G-52 
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08 2 2 
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Number of claimants who emhausiod benefits, and exhaustion rate, Sas State, 1949-51 Numbe 


Claimants who exhausted benefits Exhaustion rate ! 


State RPO de BERS PET Bic: - ees 


1949 =| 1950 1951 1949 | 1950 


ee ee eee 


Total, 51 States ee _is 934, 759 810, 58 


_ 


30. ! Janu 


Apri 
July 
Aug 
Sept 
Octe 
No ¥ 
Dec 


Albama aie ; 40, ae] 37, 677 | 17, 961 


— 


Alaska ; 2, 677 2, 244 

Arizona m 9, 424 2, 960 

Arkansas - . | 21, 317 , 354 

California | 226, 941 , oa im 

Colorado | ,oT7 é 

Connecticut 54, 338 

Delaware . a 3, 441 

District of Columbia 7,401 | 

Florida -. 38, 193 

Georgia 37, 004 

Hawaii 5, 055 

Idaho , 390 | 

Lilinois . 374 

Indiana | 50, 237 

Iowa 0, 943 

Kansas , 956 

Kentucky 23, 725 

Louisiana 31, 438 

Main , 185 | 

Maryland 32, 547 

Massachusetts 43, 622 

Michigan 9, 324 

Minnesota 20, 181 23, 0 ) 643 

Mississippi 838 ,175 573 

Missouri 34, 223 36, 73 860 

Montana t 969 ; 6 3, 001 

Nebraska ; 5, 3! , a86 

Nevada 2, 556 2, 72. , O12 

New Hampshire ' 843 9, 3 642 

New Jersey 7. 5R6 5. § 751 

New Mexico ,311 , 82! O80 

New York ‘ 3,811 ‘ } 3, O69 

North Carolina 35, 179 34, 36 0, 422 

North Dakota 766 8 | 769 

Ohio , 412 ¥, If , 897 

Oklahoma...-.-- , 364 21, 907 2, 388 

Oregon 25, 055 28, 16 . 375 

Pennsylvania i 2,345 , 723 , 606 29. 

Rhode Island 51, 762 . 462 , 603 38 

South Carolina 24,091 ¢ ,RS4 43 

South Dakota ,ol2 2, i i, 515 33 

Tennessee , 608 _ 048 Y, 820 30 

Texas 35, 857 $5, 803 5, 701 46. ! 

Utah 262 7, 535 , 795 24 

Vermont 3 a 3 477 , 240 23 

Virginia | , 426 34, 832 5, 837 39.6 

Washington } ; 368 34, 046 ,317 17.8 
22. 1 

5 


34. § 
44. 


"<= 


29 
21. 
34. 5.3 1951: 
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40. 30. Feb 
43. ( 2. () Mar 
47. 33. A pri 
38.5 May 
34. 2. ( June 
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32.3 


West Virginia 20, 396 442 , 295 23 
Wisconsin... 32, 893 29, 441 3,177 38. ! 
Wyoming . 776 3, 417 , 486 36.7 


neo 


- - sss sures — 


1E = wistion during calendar year divided by estimated number of beneficiaries during 12 months end¢ 


Sept. : 
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Number of claimants who exhausted unemployment benefits, selected States and 51 
State total, by months, 1950-52 


51 States Cali- 
total | fornia 


Year and month Massa- | Michi- | Pennsyl- Rhode 


Illinois 
- chusetts | gan vania Island 


1950 | 
January-March, total ! | 730,143 | 67,236 52, 056 
April-June, total ! 27, 9 52, 257 474 
July | 127, 46% 14, 002 9, 208 
August ‘ , 197 11, 643 , 291 
September 06, f 8, 317 ), 659 
October 5, 41: , 647 , R59 
November M4, 6 &, 181 5, 692 
December 2 112, 962 8, 666 5, 153 

1951: 

January ‘ 3, O5E , 682 , 198 
February 9, 35: 9, 092 , 179 
March 87, 205 , 943 , 628 
April 8, 816 , 611 , 902 
May 52, 35f : 90 
June 050 
July 345 
August S40) 
September 209 
October 934 
November 382 
December .118 
1952: January (preliminary) 3 78, 124 &, 07: 5, 800 


SY > 


cn dm cr to oh 


mwOD NNN & NS tv to 


be abe ie oe Or On DO 


1 Monthly figures not available for this period 

2 December 1950 figure includes 47,052 exhaustions in New York. Under transition provisions of new law, 
effective in 1951, no exhaustions were possible in New York from August through December 1951, 

’ Excludes Alaska, Kentucky, Nebraska, New York, West Virginia, and Wisconsin; data not reported. 


The CHatrMan. The committee will recess until tomorrow at 
10 o’clock. 
(Whereupon, at 3:35 p. m., the committee adjourned, to reconvene 


at 10 a. m., Wednesday, February 20, 1952.) 


95909 —52 ——8 
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WEDNESDAY, FEBRUARY 20, 1952 


UNITED STATES SENATE, 
CoMMITTEE ON FINANCE, 
Washington, dD. €: 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George (chairman), Johnson of Colorado, Kerr, 
Frear, Taft, Butler of Nebraska, and Martin. 

Also present: Senator Blair Moody; and Elizabeth B. Springer, 
chief clerk. 

The Cuarrnman. The committee will come to order. 

Mr. Shishkin, 1 believe vou are first on the list this morning. 


STATEMENT OF BORIS SHISHKIN, ACTING DIRECTOR OF SOCIAL 
INSURANCE ACTIVITIES, AMERICAN FEDERATION OF LABOR 


The Cuarreman. You may identify vourself for the record, and we 
will be glad Lo vear vou. 

Mr. Suisukin. |] am Boris Shishkin, acting director of social 
insurance activities, American Federation of Labor. 

Mr. Chairman, [ am very glad to have this opportunity to appear 
before your committee and to present a statement on behalf of the 
American Federation of Labor. 

The American Federation of Labor supports and urges prompt 
enactment of S. 2504, proposed by Senator Moody and 14 
Members of the Senate. 

Defense mobilization is a necessary and an urgent task. It is a 
national task. I[t is a task which has already created far-reaching 
dislocations in many segments of our economic life and in many parts 
of the country 

Labor is dedicated to the proposition that America must mount 
her defenses and mobilize her strength, as well as sustain the strength 
of her allies, to the point at which the Kremlin's threat of aggression 
is removed, the security of the United States is assured and the peace 
is won. In pressing this task to its completion, additional economic 
dislocation is inevitable. It will mean not only the curtailment of 
‘ertain kinds of productive and business activity, not only shifts in 
the location of this activity, but also hardship and dire human need, 
whose burden will fall most heavily on wage earners deprived of 
employment and livelihood as the result of these dislocations. 

Substantial and prolonged unemployment has already been ex- 
perienced in a number of communities. There are hundreds of thou- 
sands of workers in America today who are qualified workers, who are 
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seeking work, who are willing and eager to work, but who cannot find 
employment in the communities in which they live. This unemploy- 
ment has been only in part the direct result of the scarcities of critica! 
materials. Some of it is directly attributable to the lack of copper, 
aluminum, and other metals in critically short supply which has re- 
sulted in the curtailment of some types of civilian production. Where 
this has been the case, the resulting unemployment has not been 
confined to the workers in the plants and factories directly affected 


Shut-down or even curtailment of the activities by the manufacturer 


of the final product means that the contractors, subcontractors and 
suppliers of this manufacturer, as well as the sales and distributiv: 
organization, must also curtail their activity, rendering additiona!| 
workers jobless. 

Some unemployment during the present national emergency is due 
to conversion from civilian to defense production. This likewise leads 
not only to primary unemployment where workers are laid off during 
the conversion and tooling up period, but also to secondary unem- 
ployment resulting from the fact that people engaged in the supply 
of materials and distribution of products of the plant engaged in con- 
version no longer have a source of employment. It is incorrect to 
assume that this type of conversion unemployment no longer presents 
a serious problem. Constant progress in technology will continue 
to call for modifications, change-overs and complete shifts to other 
types of models in the design of many items of our military equipment 
Shifts of this kind may lead to temporary layoffs that in many in- 
stances will require a complete transfer of the defense contract from 
one plant to another. 

Another source of substantial unemployment has been and will 
continue to be the curtailment of construction or other productiv: 
activity resulting from credit restrictions and other forms of curbs 
rather than from materials shortages, allocations of defense work o1 
conversion problems. 

The combined effect of these and other forms of dislocations taking 
place within the context of the national defense effort will continue to 
create substantial and prolonged unemployment in many localities. 

We have received reports from a number of our affiliated unions 
which have been particularly hard hit by unemployment in recent 
months. There has been considerable discussion in the press of cut- 
backs in construction which are now taking place. However, little 
attention has been directed to the severe unemployment which is 
resulting from these cut-backs. 

Mr. Howard MeSpedon, president of the Building and Construc- 
tion Trades Council, A. F. of L., New York City, reports that from 
24,000 to 26,000 construction workers in that area are currently 
unemployed. These figures are borne out by estimates made by the 
Bureau of Labor Statistics. The Bureau of Labor Statistics reports 
that between December 1950 and December 1951 there was a drop 
in employment on contract construction of 13,300. However, such 
employment represents only about half of the total employment of 
building tradesmen in that area so that the BLS estimate of about 
13,000 can be doubled to secure an approximate figure as to total 
unemployment among construction workers in the area. This figure 
checks very closely with the estimate of Mr. McSpedon which I have 
previously mentioned. 
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At the conclusion of my statement, I would like, if it is agreeable 
with you, Mr. Chairman, to insert a table showing changes in employ- 
ment in contract construction in selected cities for the period Decem- 
ber 1950 to December 1951. 

The Cuarrman. You may do so. 

(The table referred to is as follows:) 


Changes in employment in contract construction in selected cities, December 1950 to 
December 1951 


Decrease in employment, 
Decemonper 1950 to Decem- 


ber 1951 


| | 
December | December Number Percent 
| 1951 


Los Angeles, Calif , | 104, 800 | 
Washington, D.C 2,2 38, 300 
St. Paul, Minn } 5 6, 700 
New York, N. Y 22,7 106, 900 
Seattle, Wash 3, 6 12, 400 
Hartford, Conn . g, 9, 200 
Denver, Colo 16, 700 


Source: Bureau of Labor Statistics. 


Mr. Suisukin. These estimates made by the BLS indicate that in 
seven selected cities the drop in employment in contract construction 
during the year ranged from 6.1 percent in Hartford, Conn., to 12.9 
percent in New York City. 

It should be emphasized that in most of these areas the une mploy- 
ment situation will become more serious in the coming months. The 
restrictions on the use of materials for residential construction will 
begin to hit hard in the very near future. Moreover, most types of 
nondefense construction other than residential is being stopped almost 
completely. For example, the National Production Authority has 
denied 77.4 percent of all nondefense construction applications’ filed 
for the first quarter of 1952. This compares with a denial rate of 63 
percent in the fourth quarter of 1951. Since material allocations for 
construction are expected to be even more restricted during the second 
quarter of 1952, the amount of unemployment among construction 
workers previously engaged in nondefense construction projects may 
be expected to increase markedly by midyeat 

Thus, while it is not possible now to estimate prec isely the level of 
unemployment which may be anticipated by mid-1952, there is every 
evidence that the already severe unemployment among building trades 
workers will increase during the coming months. 

We have also had reports from our affiliate in the textile industry, 
United Textile Workers, A. F. of L. This union reports that there is 
considerable unemployment in all branches of the textile industry. 
In the woolen and worsted branches of the industry, located largely 
in New England, unemployment is more than 50 percent in such major 
centers as Lawrence, Lowell, and Fall River, Mass., and Providence, 
R. I. In the greater Lawrence area, 18,000 workers are unemploved, 
of whom 6,000 have already exhausted their eligibility for unemploy- 
ment insurance benefits. There is also considerable unemployment 
among woolen and worsted workers in the Midwest and Middle 
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Atlantic areas. For the Nation as a whole, the industry is running 
at 40 te 45 percent of capacity. 

There has also been considerable curtailment of employment in the 
svnthetic textile plants in the South. The A. F. of L. United Textile 
Workers estimates that of the 7,000 workers in such plants in Ashe- 
ville, N. C., and Elizabethton, Tenn., approximately 35 percent are 
either completely unemployed or working only 1 or 2 days a week. 
There is also considerable unemployment in Cumberland, Md. 

The union estimates unemployment of about 40 percent in New 
England cotton textile plants. While there has been no outright un- 
employment on a large scale in the Southern cotton textile firms, the 
workweek has been shortened from 40 to 35 or 30 hours in most of 
the major plants. 

Senator Tarr. Is that in any way due to Federal action or is that 
just a general depression in the textile industry? I mean they 
haven't been deprived of materials, have they? 

Mr. SuisuHkrn. In terms of actual allocation of defense contracts 
and the curtailment of critical materials, that certainly would not 
be the case. 

Senator Tarr. The softening of the whole textile market has been 
the difficulty, hasn’t it? I suppose the Government contracts had 


rather improved it. The estimate of unemployment is based on thi 
theory suggested vesterday by Mr. Moody that the Government 
had intervened and therefore the Government had the responsibility 
in the metal business, but in textiles there is no such argument, 
is there? 

Mr. SutsuHKkin. | tried to point out in the beginning, Senator, that 


among the causes for unemployment in this country are also local 
dislocations, and also causes which cannot be directly traceable to 
the actions of the Government. In the textile industry, by and 
large, I think the situation has been that following the immediate 
reconversion period after the war there has been a very substantial 
pick-up in employme nt in the textile plants, in the period of around 
1947 me 1948. The 1949 recession hit the textile industry quite 
hard, but the recovery that was taking place in the textile industry 
brought out quite clearly the 2-year cycle, one better year and one 
considerably worse year, in most of the textiles. 

The evidence that seems to me inescapable is that the greatest 
dislocation that has affected the textile industry has been the price 
dislocation following Korea. In 1950, and through 1950 and 1951, 
the commodity prices on raw materials in the textile industry rose 
quite rapidly. There has been a very soft situation in many kinds 
of products; there has been a competitive situation, but despite the 
price declines at the wholesale level, it has not been entirely reflected 
at the retail level, despite the sales which have taken place. Thos 
distributors who are attempting to deal with the conditions tha 
have existed in the market have been extremelv conscious of the 
other causes, because a good deal of the buying of textiles had taken 
place in a very high market in 1950-51 as the result of the speculative 
increase. So there has been a disparity in prices that has priced 
out a very considerable portion of the consumer market and has 
resulted in unemployment, which is in the context of the post-Korean 
phase. 
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Thus, there has been widespread underemployment and_ partial 
unemployment through which earnings have been severely reduced 
for many workers in such important textile centers as Spartanburg 
and Greenville, S. C.; Charlotte, N. C.; Atlanta, Ga.; and Danville, Va. 

We have also had reports of une mploy ment in the apparel industry 
from the International Ladies’ Garment Workers, A. F. of L. As of 
January 25, the New York State Department of Labor reported 
67,000 apparel workers—including men’s, women’s clothing and 
millinery—unemployed in the New York City area. This represents 
almost one-sixth of the total employment in the industry in that area. 

In the ladies’ garment branch of the industry, 7, 500 ‘fe ‘wer workers 
were emploved in the first quarter of 1951 than in the last quarter 
of 1950. This represents a decline of 4 percent from the 1950 level. 
But unemployment in 1950 was considerably worse than it was in 1949. 
In addition to this number of workers who were totally unemployed, 
there was also a considerable number of workers who suffered from 
partial unemployment. 

Senator Kerr. Do you have those figures as of this date, Mr. 
Shishkin? 

Mr. Suiswkin. As of the current date? 

Senator Kerr. The first quarter of 1952. Apparent! 
date you have given us here is the first quarter of 1951. 

Mr. Suisukin. No, the last quarter of 1950. 

Senator Kerr. I believe on page 6, the paragraph beginning about 
five lines down says, “In the ladies’ garment branch of the industry, 
7,500 fewer workers were emploved the first quarter of 1951 than in 
the last quarter of 1950.” 

Mr. SHISHKIN. That isn’t intended to state the first quart 
for the entire quarter. These are the latest figures, the 
for January. 

Senator Kerr. For January of 1952? 

Mr. Suisukin. That is right. 

Senator Kerr. The copy | have says 1951 

Mr. Suisukin. I am sorry. I was referring to another figure that 
| have here. Do you mean in the second paragraph OL pact 

Senator Kerr. Yes. 

Mr. Saisuxin. That is the last quarter of 1950 and the first quart 
of 1951. 

Senator Kerr. I was wondering if you had any figures in the way 
of an estimate as of the first quarter of 1952 

Mr. Suisuxin. No. These are figures supplied by the State, and 
the figures for that are not available for about 2 or 3 months after 
the actual survey is made, so they will not be available for a while yet. 
But we will be glad to check and find what the latest figure is that is 
available and supply it to the committee. 

(The following letter was subsequently received for the record: 

AMERICAN FEDERATION OF LABOR, 
Washington 1, D. C., Feb 
Hon. Warrer F. GrorGe, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington 25, D. C 

Dear SENATOR GEORGE: In my testimony before your committe: 
ruary 20, there was a typographical error in the prepared statem«e 
read, to the effect that in New York City in the ladies’ garment brat 
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apparel industry 7,500 fewer workers were employed in the first quarter of 1951 
than in the last quarter of 1950. 

The statement should have read that 7,500 fewer workers were employed in 
the last quarter of 1951 than in the last quarter of 1950. 

This information is published by the New York State Department of Labor 
and is the latest data available. 

I would appreciate the insertion of this correction in the record. 

Very truly yours, 
Boris SHISHKIN, 
Acting Director, Social Insurance Activities. 

Senator Kerr. These figures are a year old. 

Mr. Suisuxin. The particular New York State figures, Senator, are 
the ones supplied by the State Department of Labor of New York, 
and there is a greater lag than in some of the sources reported « lirectly 
to the Bureau of Labor Statistics. 

Reports from the United Automobile Workers, A. F. of L., indicate 
the serious unemployment situation in the metal fabricating plants 
in which its members are employed. Thus, the union reports that 
layoffs in foundries in the Cleveland area have averaged about 20 
percent while the workers still employed have been placed on a 

4-day week. Unemployment in this area is expected to increase as 
workers are laid off in machine shops and assembly plants which are 
dependent on the foundries for their materials. 

Unemployment has also hit other areas in which the U. A. W.- 
A. F. of L. is organized. In the Indiana-lIllinois region, one plant 
employing 400 workers has completely shut down, while 250 workers 
have been laid off in another plant normally employing 800, and 
700 are unemployed in still another plant which usually employs 
1,000 workers. In several plants in Michigan the union reports the 
following picture: eee 600 normal work force. These 
are different plants: 10 percent’ unemployed in another plant; 7 em- 
ployed out of 100 in another plant; and 1,500 unemployed out of 
2,700 in another plant. These are Michigan plants, organized by 
the United Auto Workers A. F. of L. 

The union’s report on the situation in the Kewaskum-West Bend 
area in Wisconsin indicates the way in which unemployment may be 
a serious problem in comparatively small communities. In three 
U. A. W.-A. F. of L. plants in that area, unemployment is 50 percent 
in one and 33 percent in tne other two. The situation is reported to 
be getting continually worse. 

Even in the International Association of Machinists, A. F. of L., a 
union whose members are employed largely in defense industries, un- 
employment has been increasing. Thus the [AM reports that it 
issued 23,000 unemployed stamps in December 1951 as compared 
with 16,000 in November 1950, an increase of almost 50 percent. 
The system within the union is to issue unemployment stamps to its 
members. It should be — that since many union members pay 
their dues in advance, or pay full dues even when unemployed, the 
setae aincaiinartienek indie teediaibey-ia auababiey comadnadiiey higher 
than these figures indicate. 

In rounding out the statement on the textile situation of the prob- 
lem I would like to add, Mr. Chairman, we are concerned, and very 
deeply concerned, about the impact of this unemployment on some of 
the small areas. If you take, for example, a plant employing 300 
people in Elkins, W. Va., in a community of 9,000, that whole com- 





munity 
mendo 
on sev 
activit 
worke! 
can rel 
Now 
We 
ing th 
and w: 
presen 
cCOSpol 
proble 
It is 
far en 
rendet! 
pose t 
1. I 
of une 
eross | 
are st. 
to car 
pleme 
existil 
The 
unem 
ceive 
who e 
ing tl 
nothir 
We 
suppl 
necess 
We 
subsec 
paym 
for wl 
ment 
amou: 
combi 
suppl 
eligibi 
total 
26-we 
increa 
say, ) 
We 
where 
realis' 
ploye 
It 1 
durat 
izatio 
be ur 


UNEMPLOYMENT COMPENSATION 113 


munity goes down. In proportion to its size, that plant is of tre- 
mendous importance. It may be that one subcontractor is dependent 
on several other subcontractors, and he is forced to forego his business 
activity because of the sudden dislocation that takes place, and the 
workers are unemployed and actually for not a great length of time 
can remain or exist in the community. 

Now I come to the remedy. 

We believe that S. 2504 is of far-reaching importance in recogniz- 
ing the need that has been created for meeting the human suffering 
and want which grows out of the unemployment persisting under the 
present conditions. We commend Senator Moody and other Senators 
cosponsoring this bill for taking a positive step to deal with this 
problem. 

It is our considered judgment, however, that S. 2504 does not go 
far enough in making the necessary provision to sustain workers 
rendered unemployed under these conditions. We would like to pro- 
pose the following changes designed to strengthen it. 

1. Duration: S. 2504 recognizes the inadequacy of the present level 
of unemployment benefit amounts in all of the States and especially 
gross inadequancies of the benefit standards where the benefit amounts 
are still pitifully low. We believe, however, that S. 2504 would fail 
to carry out fully the objectives it set forth if it confines Federal sup- 
plementation solely to the amount of benefits provided under the 
existing State unemploy ment compensation laws. 

There is an increasing number of workers who have already been 
unemployed beyond the period during which they are eligible to re- 
ceive unemployment compensation under State laws. These workers 
who exhaust the State unemployment compensation benefits are fac- 
ing the greatest hardship. S. 2504, in its present form, would do 
nothing for them. 

We believe that, under the existing emergency conditions, Federal 
supplementation to extend the benefit duration is as important and 
necessary as it is to increase the benefit amount. 

We therefore recommend that in section 4 (b) of S. 2504 a new 
subsection be inserted following subsection (3) to provide for the 
payment of extended benefits beyond the expiration of the period 
for which such compensation is pavable under the State unemploy- 
ment compensation laws. The extended benefits, payable out of the 
amounts provided to the States by the United States, would equal the 
combined rate of State unemployment compensation and Federal 
supplementation to the State benefit amount. The total duration of 
eligibility for such combined benefits would be extended to a period 
totaling 39 weeks. This would exceed by 50 percent the present 
26-week standard of duration set in recent years as standard by an 
increasing number of States, and not a sufficient number, I might 
say, Mr. Chairman. 

We believe that to extend the duration of benefits to 39 weeks; 
where the worker is subjected to prolonged unemployment, is as 
realistic as it is just. It would help meet the hardship of the unem- 
ployed workers where the hardship is the greatest. 

It will be said that to provide federally financed benefits beyond the 
duration of eligibility under the State laws is tantamount to ‘“ Federal- 
ization’ of unemployment eompensation. We regard this eharge to 
be unfounded. 
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The proposal before your committee and the proposal for extended 
benefits I have just submitted on behalf of the American Federation 
of Labor clearly provide for making of the needed payments to 
unemploved workers through the State agencies, in accordance with 
such agreements with those agencies as their State laws empower 
them to conclude. 

What we recommend is simply the means for the Federal Govern- 
ment to assume leadership in order to provide the needs of unem- 
ployed workers in a time of national necessity and arising out of 
national dislocations. Economic disruption in defense mobilization 
is properly chargeable to the cost of national defense. Alleviation of 
the undue burden of hardship thrust upon workers in the form of 
resulting unemployment is properly a national responsibility. The 

causes of such unemployment are beyond the reach of the several 
States and an effective remedy is beyond the ability of the individual 
States. What we propose is a temporary remedy for a temporary 
ailment which permeates the body economic of the Nation as a whole. 

There is ample precedent for the approach we recommend. In 
1945, the Senate passed S. 1274—Seventy-ninth Congress—providing 
for supplemental benefits to extend the duration of benelits pavable 
under State laws. That proposal was designed to make it possible to 
extend the duration of benefits up to 26 weeks. 

Today, the inadequacy of the existing State standards and the 
special character of the problem, characterized by ‘‘pockets”’ of 
unemployment in different parts of the country and the prolonged 
character of such unemployment, calls for a more vigorous approach. 
Supplementation which would make it possible to extend the duration 
of benefits to 39 weeks is necessary to meet the problem. Supple- 
mentation to increase the weekly benefit amount is equally necessary. 

Transportation allowance: We recommend that S. 2504 be 
amended further to include a new section, authorizing the provision 
of transportation to civilian workers who have been subjected to 
extended unemployment in the locality where they reside to any 
place at which the United States Employment Service certifies 
there are available suitable job opportunities. Such provision of 
transportation, or transportation costs, should include transportation 
of dependents and household effects for such workers. The cost of 
such transportation should not exceed for any worker the amount 
allowable for civilian employees of the Federal Government in trans- 
ferring from one official station to another under the Standard Govern- 
ment Travel Regulations. 

We believe that such a provision would facilitate the placement of 
unemployed workers in productive jobs and further the most effective 
employment of the available manpower. It would reduce the burden 
of unemployment on communities and on unemployment insurance 
funds. It would help mop up the pools of persistent unemployment 
which have recently accumulated. Above all, it would aid materially 
in the recruitment of needed skills in the localities of concentrated 
defense activity and to balance off these shortages with the surpluses 
of the same skills which exist in other areas. 

A cardinal principle of a sound manpower policy is to achieve the 
minimum dislocation in the established community life. Every pos- 
sible effort should be made, therefore, to bring defense work to where 
the qualified worker is available, instead of moving the worker to the 
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job. ‘To the extent that this is not wholly feasible and in order to 
facilitate moving the suitable and productive skills which otherwise 
would remain idle, we recommend the provision of transportation 
allowances in the proposed legislation. 

Labor strongly urges the adoption of the program proposed in 
5S. 2504 with the important improvements we have recommended. 
We would frankly regard such a measure as an emergency enactment, 
filling in, during the defense emergency, the desperate need for a 
stronger and more effective system of unemployment insurance than 
we have been able to achieve to date. 

This is not the occasion to deal extensively with the inadequacies of 
the existing State unemployment compensation laws. These short- 
comings are as shameful as they are vast. Suffice it to say that the 
existing benefit standards are not only grossly out of proportion with 
the existing need, even at the very best, but are also so highly variable 
as to raise serious and rapidly growing strains upon the national 
economy as a whole. 

The American Federation of Labor insistently calls for the earliest 
possible promulgation of Federal minimum benefit standards. The 
proposed supplements to the State unemployment benefits are neces- 
sary, but we hope they will be necessary only as a transition to the 
higher and more adequate basic standards, permitting the curtail- 
ment of the supplements as the standards rise. 

We believe that it . most important to ine. art State benefit 
amounts, as provided in 8. 2504, in order to help the workers, sub- 
jected to involuntary une employme nt in the sila of defense mobiliza- 
tion, meet the hardship of joblessness. We believe it is equally im- 
portant to supplement the duration of these benefits, increasing 
substantially the number of weeks for which unemployment benefits 
will be paid, as we have recommended. The transportation allow- 
ances we propose should be regarded as a means of reducing the total 
problem of prolonged distress unemployment. 

The American Federation of Labor and the workers in unions 
affiliated with it do not place their main reliance for security in un- 
employment comme benefits. Steady, productive jobs, unde 
good conditions and at good wages, are the primary and the most vita 
source of economic stability and security. We do believe, however 
that it is necessary and proper that their Government provide acde- 
quate unemployment insurance to meet the hazard of involuntary 
unemployment. 

On eign’ 12, 1952, insured unemployment in the United States 
stood at 1,464,193. This is not an alarming figure in itself, although 
a aanoal sntial j increase from the same period in the previous years. 

[ might add in some areas in some States that increase has been 
quite substantial. Yet, within this number there were many pools 
of prolonged unemployment which spelled privation to hundreds 
of thousands of families whose breadwinners were eager to find em- 
ployment. In 1951, one out of every five workers receiving unemploy- 
ment benefits exhausted their benefits under State laws. 

Is the economic distress of these workers the responsibility of this 
Congress? Labor believes it is. A great many of these men and 
women, who became unemployed through no fault of their own, are 
facing hopelessness in the midst of plenty. We are confident that 
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this committee and this Congress will give them the consideration 
they deserve. 

This concludes my statement, Mr. Chairman. I would like, in 
addition to the table I mentioned, to insert in the record at the con- 
clusion of my statement, if I may, another table on employment and 
unemployment in group IV, major areas ranked by size of labor force, 
December 1951. It shows also the total unemployment and percent 
of labor force in the 18 group IV areas, that are classified as group IV 
by the Bureau of Employment Security. 

The CHarrMAN. You may do so. 

Mr. Suisuxin. Thank you. 

(The table referred to is as follows:) 


Employment and unemployment, group IV’, December 1951 


MAJOR AREAS RANKED BY SIZE OF LABOR FORCE 


. Une ymer 
Employment, remployment 


vient 
Labor fore¢ —* 


W.and B Total Percent of 


labor force 


New York N. Y 4,752, 300 
Detroit, Mich ... 1, 458, 000 
Providence, R. I 350, 600 
Wilkes-Barre-Hazleton, Pa 153, 600 

5. Grand Rapids, Mich 123, 300 
3. Flint, Mich 117, 600 
. Seranton, Pa 104, 300 
Beaumont-Port Arthur, Tex &2, 021 

. Fall River, Mass a2 63, 400 
. Lawrence, Mass 59, 090 
Altoona, Pa 56, 850 
Brockton, Mass. 55, 000 
13. Lowell, Mass 51, 660 
. Atlantic City, N. J 48, 750 
Asheville, N, C_.. 47, 420 
Manchester, N. H 45, 940 
Terre Haute, Ind 45, 800 

. Laredo, Tex 21, 385 


win ong 


wmnwnao-+aos- 


GROUP IV SMALLER AREAS RANKED BY SIZE OF LABOR FORCE 


1. Pottsville, Pa 74, 700 57, 100 
2. Crab Orcherd, Il 62, 275 , 700 
3. Uniontown-Connellsville, Pa 53, 600 , 800 
4. Cumberland, Md 41, 700 31, 600 
5. Vincennes, Ind 17, 900 9 800 


Source: Bureau of Employment Security. 


The CuarrMan. Are there any questions? 

Senator Frear. Do you consider a strike as an involuntary unem- 
ployment? 

Mr. Suisuxrn. We have had a long history of dealing with this 
question, Senator. We have faced the problem in which the worker 
may be subjected to conditions which are impossible for him to upset 
without jeopardizing his entire standard, and to that extent his walking 
out on a strike in the face of intolerable conditions would be an action 
which he would not voluntarily take. The willfulness on the part of 
a group of workers to refuse to work alongside of someone whom they 
refuse to accept because he does not accept the responsibilities of the 
union is not denied. The willingness on their part to take a penalty 
of unemployment and deprivation of employment is not denied. 
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Senator Frear. In your second recommendation they could or 
could not, depending on the circumstances, is that correct? 

Mr. Suisukxin. The second recommendation is on transportation 
allowances. 

Senator Frrar. Excuse me. I guess that was not the second 
recommendation. 

Mr. Suisukin. I made only one substantive recommendation on 
the proposal which has to do with the duration of the unemployment 
period. 

Senator Frear. Yes; the extension of the time from 26 to 39 weeks. 

Mr. Suisukin. That is right. 

The CuarrMan. Thank you very much for your appearance, Mr. 
Shishkin. You may supply the tables, if you wish, to the reporter. 

Mr. Suisuxix. The reporter has them. Thank you very much, 
Mr. Chairman. 

The CuHarrMan. Mr. Cliffe. 


STATEMENT OF FRANK B. CLIFFE, REPRESENTING THE CHAMBER 
OF COMMERCE OF THE UNITED STATES 


The Cuarrman. Mr. Cliffe, you may identify yourself for the record. 

Mr. Cure. Mr. Chairman and members of the Senate Finance 
Committee, my name is Frank B. Cliffe, and I am vice president and 
chief financial officer of H. J. Heinz Co., Pittsburgh, Pa. This morn- 
ing I have the honor to appear before your committee representing 
the Chamber of C ommerce of the U nited States to present its views 
on the Moody bill, S. 2504, and the companion legislation introduced 


in the House. 

I shall make a brief oral statement. In the interest of saving your 
time, I shall also present to you a more detailed statement with 
tables of figures and further arguments. May I request that both be 
entered in the record as a part of the proceedings? 

The CHarrMAN. Yes; they may be entered in full in connection 
with your statement. 

Mr. Cuirre. Nearly 17 years have elapsed since the Congress 
passed the Social Security Act of 1935. Prior to its passage, and in 
the formative period immediately thereafter, I had the honor to serve 
on your Business Advisory Council, which dealt with many of the 
basic problems of legislation and regulation in this area. 

You will recall that there were extensive discussions in committee 
and in the Senate concerning the general structure of the proposed 
social-security legislation. From these considerations there evolved 
the decision of the Congress that the old-age provisions of the law, 
including both taxing and benefits, should be handled by the Federal 
Government, but that the unemployment taxes and benefits should be 
administered by each State, with only sufficient Federal tax control 
to encourage or compel all States to pass legislation of this general 
type. 

For several years before the Social Security Act was passed, the 
General Electric Ca, Schenectady, N. Y., of which I was then assist- 
ant comptroller, had operated its own unemployment benefit plan 
for its employees, who are located in practically every State in the 
Union, with its chief employment widely distributed throughout the 
principal industrial States including Massachusetts, Connecticut, New 
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York, New Jersey, Pennsylvania, Ohio, Indiana, and California. 
With the extensive experience that the General Electric Co. had had 
with its own unemployment plan, it was perhaps natural that several 
of the State legislatures should ask for assistance from that company in 
drafting their laws to be enacted in accordance with the Federal 
Social Security Act. I was designated to speak for the company in 
these matters. In the course of the years 1935 to 1940, I became by 
their invitation a defacto member of the legislative drafting eom- 
mittees in Indiana and Connecticut. and appeared before the legislative 
committees in many of the other industrial States. 

Even in these early days, the administrative representatives of the 
Social Security Board endeavored to exercise a wider degree of 
influence over the pending State legislation than had been authorized 
by Congress; but for the most part, the State legislatures assumed 
their full responsibility in making the decisions that would best adapt 
the principles of unemployment compensation to conditions in their 
respective States. There was thus evolved a series of laws inde- 
pendently determined for each State and with significant differences 
in their benefit and taxing provisions. The country thus had the 
advantage of a multitude of experiments from which various tvpes of 
organization, administration. record-keeping, tax determination. et 
cetera, could be compared after there had been a few years of experi- 
ence, 

This period of experimentation has brought the States closer 
together in important fundamentals. All States now have some 
form of experience rating. Benefits are generally provided for weeks 
of partial unemployment. Most States have eliminated employees’ 
contributions. 

Following the early attempts of the Social Security Board and its 
representatives to dominate the legislative provisions in the various 
States, there have been a series of administrative and legislative 
efforts to deprive the States of their authority and liberty of action. 
These attempts have taken the form of proposing “minimum stand- 
ards’’; offering Federal nonrepayable loans; proposing complete feder- 
alization because of the alleged impossibility of the State funds to meet 
the load of claims resulting from conversion of war production; 
similarly, for the reconversion away from war production—both of 
which proposals had “findings” that did not materialize; and now the 
bill under consideration offering to supplement the State benefit 
payments in some cases, by Federal funds. 

[ am appearing in opposition to the Moody bill because it calls 
for additional Federal spending: the additional Federal spending is 
for an unnecessary purpose; it is a step toward federalization of un- 
employment compensation, and it lessens State control over their 
unemployment benefit programs. No amendment of detailed weak- 
nesses in the bill would remove my basic objection to its fundamentals, 

The bill poses as an emergency Measure, with automatic repeal of 
its provisions when the present emergency is over. May I point out 
that the executive branch of the Federal Government has been ex- 
ceedingly agile in creating or recognizing “emergencies” that would 
call for the Federal Government to spend money or to take control 
over sections of the economic system, and that, once created, such 
emergency managements” tend to perpetuate themselves far beyond 
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the time when the situation for which they were created has disap- 
peared. 

Obviously, the longer these proposed Federal supplemental benefit 
payments are continued, the more difficult it will be, politically, to 
discontinue them, and we will face the choice of either the Federal 
Government stepping into the State operations “permanently” or the 
States will face the political necessity for changing their formulas so 
that the employers in the respective States will take up the supple- 
mental benefit load which must presently be carried by all Federal 
taxpayers if this bill is passed. 

Since the principal proponents of the bills under consideration are 
from Michigan, and have cited the situation in Michigan as a justifi- 
cation for the bill, it seems appropriate for us to consider the facts in 
that State. Some of the relevant data concerning Michigan and other 
States are shown on a series of charts to which | would call your 
attention. 

At this point I would like to present exhibits 1 to 8 with brief 
explanation of each. 

Senator Kerr. May I ask a question, Mr. Chairman? 

The CHairMAN. Yes, Senator Kerr. 

Senator Kerr. Don’t you think there is a political necessity for the 
States to change their formulas? 

Mr. Curere. Senator, may | answer that in just amoment? I have 
a series of charts that I think will deal directly with that question. 

Senator Kerr. Well, this is the point in your testimony where you 
have made the statement. 

Mr. Currre. | think that my charts will show definitely what | 
think about it, and I should like to answer at that time, sir. I think 
it will come more logically at that time, if that is satisfactory to vou, 
sir. 

Senator Kerr. The charts are more logical than what you can 
tell me? 

Mr. Cuirre. They give a picture through the eve, which is some- 
times more clear than a picture through the ear alone 

Senator Kerr. | can’t tell whether it is you lack of ability to give 
it or n lack of ability to receive it, but 1 will wait. 

Mr. Cuirre. I will blame it on my shortcomings, Senator 

At this point I will present exhibits 1 to 8, with a brief explanation 
of each 

Reduced replicas of them are in the folders which vou have 

(Exhibit 1 was displayed.) 

The first chart, members of the committee, shows the Michigan 
unemployment compensation ¢laims as reported by the State adminis- 
trative ageney, and you will notice they have varied widely from week 
to week, reaching a peak in December 1949 of about 260,000 claims in 
a single week. 

Senator Kerr. Do vou know of any reasonable explanation of that 
amazing increase in unemployment claims there? 

Mr. Cuirre. Yes, sir. It was primarily due to two causes: One, 
the change-over of automobile models, which, of course, is charac- 
teristic of the Michigan operations from time to time; and, second, a 
strike in the steel industry that affected not only automobile produc- 
tion but other industries. Upon the completion of the change-over of 
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automobile models and upon the settlement of the steel strike, unem- 
ployment in Michigan and elsewhere dropped very rapidly, and there 
was a period of very high employment. There were, of course, other 
minor contributing factors. 

Then in December of 1950, there was a peak not nearly as high as 
the first one, but running some 90,000. 

Senator Kerr. Was that due to the change-over? 

Mr. Cuirre. That was again primarily an automobile situation. 
Of course, the automobile model change affects not only the assemblers, 
but the fabricators of parts and producers all along the line. 

In July of 1951, there was another peak. It was the Korea after- 
math, if you please. And again in January 1952 we have a peak that 
ran to about 130,000 claims in a single week. It was not nearly as 
high as the peak in December 1949, but it is characteristic of this 
fluctuation and it indicates generally the need for unemployment com- 
pensation, which I have long advocated. But since that peak of 
130,000, the claim load has been dropping off in each week in Michigan, 
and on February 7, which was the last data that was available for this 
chart, the claim load dropped to just over 100,000. Just vesterday | 
received the figure for February 14 which is shown on this chart by 
dots, but is not indicated in your copies. Claims are down to about 
94,000. So it is apparently going through one of these sharp peaks 
and sharp decline periods, and the need is rapidly lessening in the 
Michigan situation. 

Senator Kerr. May | ask a question there, if it would not interrupt 
your statement? 

Mr. Cirrre. Certainly. 

Senator Kerr. Would the fact that the need is dropping in numbers 
ae e the acuteness of the need with reference to those to whom it 

rally applies? 

Mr. Currre. As to the individual, it applies, whether there is onl) 
a single person in the country who is unemployed. I recognize that 

Senator Kerr. Well, as the need does drop or become less the cost 
of the bill would be less, would it not? 

Mr. Currre. Other things being equal, ves, sir. 

Senator Kerr. Well now, what other things would affect a bill, 
when passed, and make it more or less except the number of thos: 
to whom it applies? 

Mr. Currre. The weekly rate, the weekly benefits in the bill. 

Senator Kerr. Would they be changed after the bill was passed” 

Mr. Currre. No, sir; but the composition of the une mployed per 
sonnel shifts from time to time. As you will recognize, sir, the 
weekly benefits provided in each of the State laws are on a sliding 
scale related to the earning capacity of the individual as established 
by some prior period. 

Senator Kerr. That would not be changed by the bill, would 

Mr. Cuirre. Yes, sir; it would. 

Senator Kerr. After the bill was passed? 

Mr. Currre. Yes; it would be changed—— 

Senator Kerr. Well, if it was changed as of the date 

Senator Tarr. Can’t the witness4inish his answer? 

Senator Kerr. All right, finish your answer. 

Mr. Cuirre. It would be changed because there would be a change 
in the proportion of the higher paid who were drawing benefits. 
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plus or minus. That is, if the unemployment is primarily in an 
industry where the rate of pay is low, then the benefit rate is low 
and the drain on the State fund is low per person. 

Senator Tarr. Isn’t it also true, from what was testified yesterday, 
that in the lower-income people there is no added Federal benefit at 
all under this bill? 

Mr. Cuirre. Thank you for making that point. 

Senator Tarr. We do not increase the State rate at all. 

Mr. Cuirre. I will touch on that in just a moment, for emphasis. 

Senator Tarr. Whereas, in the higher-income group, after the 
Federal supplement takes effect, it brings them up to two-thirds of 
their income, within certain limits. 

Mr. Cuirre. Yes. 

Senator Tarr. So if the unemployment claims are made up of the 
higher-income people it is going to cost the Federal Government 
more for the high-income people than for the low-income people, 
because the low-income people are apparently overlooked. 

Mr. Cuirre. That is very effectively stated. 

Senator Kerr. Before you leave that, going back to the question 
I was asking you, I still do not understand your statement that there 
would be other factors than the number of those receiving the bene- 
fits that would determine how much this bill would cost the Govern- 
ment after it is enacted and after the formula had been completed 
and made definite. 

Mr. Cuirre. The passage of this bill, Senator, would not freeze the 
liability or determine the liability of the Federal Government. 

Senator Kerr. I understand that. You are walking in the front 
door and I am trying to go in the back door. 

Mr. Cuirre. I will try to get in the same door with you. 

Senator Kerr. I will try to get in the front door with you. You 
said the number of unemployed was reducing rapidly. 

Mr. Cuirre. In Michigan. 

Senator Kerr. In Michigan? 

Mr. Currre. That is right. 

Senator Kerr. I ask you if it is not a fact that as the number is 
reduced or continues to become less that the cost of the bill would be 
less. 

Mr. Cuirre. That is right. 

Senator Kerr. That is all there is to it. 

(Exhibit 2 was displayed.) 

Mr. Cuirre. On exhibit 2 I have shown, I think, a very interesting 
relationship. The red line indicates what is termed the maximum 
primary benefit rate, or the maximum rate in the Michigan law. It 
started out in 1938 with $16. It was liberalized in 1942 to a maximum 
of $20. It was liberalized in 1949 by the Michigan legislature to $24, 
and liberalized again, effective in the middle of 1951, to a maximum 
of $27, so that there have been a series of acts by the Michigan State 
Legislature that have moved up the maximum benefit rate. As the 
maximum rate has moved up so has the average check to those actually 
unemployed moved up, roughly parallel, not exactly but substantially 
keeping pace with the increases in the maximum rate. 

In addition to the change in the primary benefit the Michigan State 
Legislature in 1945 enacted dependents’ allowances, providing for a 
sliding scale based on the number of children, up to a maximum of 
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four. So under the Michigan law, starting in 1945, an unemployed 
person with four children and otherwise qualified for the maximum 
benefit rate could get up to $28 a week. With the 1949 increase in 
the basic rate that went up to $32. With the 1951 increase in basic 
rate it went up again, so it is presently at $35. 

Senator Kerr. Will you tell us what the ceiling would be under this 
bill for one of those persons for unemployment? 

Mr. Cuirre. All right, sir. I have that on the following chart. 

Senator Kerr. Will you give that at this point in the ‘record? 

Mr. Cuirrs. The ceiling, if he has four children and is otherwise 
entitled to the maximum under the Michigan law, is $35 a week. 

Senator Kerr. What would it be under this bill? 

Mr. Currre. He would be subject to a $14 increase in Federal pay- 
ment in relation to this primary benefit, plus $8 in relation to his 
children, so there would be a $22 increase to the $35 already provided 
by Michigan, or a total of $57. 

Senator Kerr. If that did not exceed two-thirds of his pay. 

Mr. Cuirre. In the case of a person with four children if it did not 
exceed 75 percent of his pay. 

Senator Kerr. The ceiling would be somewhere between two-thirds 
and three-fourths of his pay, , depending on the number of dependents? 

Mr. Cuirre. That is right, sir. 

Senator Kerr. Would not that be equally true in the low income 
groups? 

Mr. Cuirre. No. 

Senator Kerr. Would not the person in the low income group get 
two-thirds of his pay? 

Mr. Currre. No, for the r 

Senator Kerr. W hy wait a moment? Can’t you do it now? 

Mr. Curr. It will save the time of the committee. 

The CuHarrMAN. He said he will do it in just a minute, 

Senator Kerr. All right. 

(Exhibit 3 was displayed.) 

Mr. Cuirre. In addition to these increases in the Michigan law, 
changing the benefit formula resulting in an increase in the average 
checks, other States have taken similar action at various times in the 
last 15 years, so the average checks throughout the United States 
have been climbing. Michigan has consistently been above thx 
average, but the movement has been parallel. 

Senator Frear. I assume there is a reason why Michigan is above 
the United States average. Is not the average rate of pay in that 
area above the rest of the country? 

Mr. Currre. A large proportion of the employees in Michigan 
have received a higher rate of pay, when employed, and, therefore, 
on exactly the same formula they would receive a higher rate of 
benefit. 

Senator Tarr. It is also true that the Michigan formula is more 
liberal than in the other States? 

Mr. Cuirrsr. That is correct. 


eason I shall show in just a moment. 


Senator. 


That is a point that I believe should 
perhaps be a little emphasized. Just taking the totals for the last 
12 months, the Michigan benefit checks for unemployment and 
including dependents allowances have been climbing from a little 
over $23 a week a year ago to a little over $27 now. Michigan has 
consistently been considered a high benefit paying State. States other 
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than Michigan have been right up in this level [indicating] and have 
not increased correspondingly with this last jump in Michigan. In 
Ohio, for the same 12 months’ period, it is running in the neighbor- 
hood of $22 as against $27 in Michigan. The Ohio law was liberalized 
as of the first of the year, and if the chart was extended for a longer 
period of time it w ould show a sharp increase in Ohio. 

Senator Frear. It would be interesting to know why you showed 
Ohio. 

Mr. Cuirre. That is a discerning question, sir 

(Exhibit 4 was displayed.) 

Michigan unemployment compensation benefits have kept pace 
with the cost of living. Now in any comparison of this sort that 
depends, as you gentlemen well recognize, upon the base, just where 
you bring the two lines together, as to where they compare. I am 
not going to argue over a matter of a few cents. 

From 1938 to 1951 the tendency of Michigan benefits has been to 
go up, and go up at substantially the same rate as the cost of living 
has gone up. Sometimes one was ahead and sometimes the other 
was ahead, but the two have run roughly parallel. 

(Exhibit 5 was displayed.) 

Now I think it is important to consider the ability of the States to 
handle their own problem, and this chart, exhibit No. 5, shows the 
total balances in the Michigan account as deposited with the Federal 
Government, and the total benefit disbursements for a vear. At the 
present time there is to the credit of the State of Michigan with the 
Federal Government, at June 30, 1951, just under $350 million, and 
at December 31, 1951, just over $350 million. 

That compares with the total amount that was paid out for the 
12 months ended June 30, 1946, during the major reconversion period, 
of over $100 million. That dropped rapidly as the reconversion ended. 
The benefits went along substantially below $50 million a year for 
several years, and climbed again, reaching a peak for the 12 montlis 
ended June 30, 1950, of just over $90 million, and for the 12 months 
ended June 30, 1951, it dropped down to about $25 million or $30 
million. 

Senator Frear. Do you have that as of today? 

Mr. Currre. This is the last date for which I could get the figures. 
The disbursements for the fiscal year June 30, 1952, will not be avai!- 
able, of course, for 6 months from now. But my guess—based on t’e 
months that are available—and this is only a guess, gentlemen—and 
that is for the fiscal year 1952, the total disbursements will be some- 
where between the 1950 point and the 1951 point, unless there are 
some very unexpected developments in the remaining 4 months, so 
that the fund that is now on hand in Michigan, roughly $359 
million, could take care of the peak rate of disbursements that was 
experienced in the reconversion period, for a total of 3 years, let us 
say, without collecting another nickel. And there is no thought that 
that situation will ever arise, that nickels and dollars will not be 
collected. 

Senator Frear. About what is your average collection in Michigan 
now for the fund? 

Mr. Cuirre. Just a minute. I can tell you roughly. It is running 
in the neighborhood of $100 million. 
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Senator Frear. That is considerably higher than it has been for 
several years. Several years ago it was considerably less than that? 

Mr. Currre. That is right. “Of course, in the early years of the 
law, for the first 2 years, it was at a lower rate under the Federal law, 
and then the tax rate went up after that to somewhere in the neighbor- 
hood of $100 million, as indicated by the growth in the fund. 

I have it here. ore high figure for recent years was $85 million. 
That was in fiscal yea 1949. ‘In fiscal year 1951 it was $78 million. 
Those were the re ie for the fund. 

Senator Frear. You say in 1949 it was $85 million? 

Mr, Cuirre. Eighty-five million dollars. This includes interest, I 
suspect. With $: 350 million balances there is some interest credited. 

Senator Kerr. At that peint I would like to ask you a question, 
if 1 may. You say there is ample money in the Michigan fund to 
take care of this increased need. As I understand the theory of this 
bill, it is that where there is a displacement by reason of a change in 
the production in an area from civilian to defense needs and unem- 
ployment thereby created by the necessities involved in that change 
from civilian to defense production, that there is a loss incurred 
which should be assumed by the Federal Government aiiiieal than by 
the State fund. Is that the way you understand the bill? 

Mr. Cuirre. I think that is one of the underlying philosophies 
of the bill: yes, sir. 

Senator Kerr. You are not impressed by that philosophy? 

Mr. Curre. I am not impressed by that philosophy, for this 
reason, sir: I have been very close, as I indicated in my opening 
re —e to the problem of administration. As the bill is drafted- 
and I can only deal with that—the Federal supplemental benefit 
payme use would not be limited to the individuals who are unemployed 
because of the Federal Government’s action, let us put it that way, 
the defense situation. If a State qualified under the provisions of 
this bill then every unemployed person who is otherwise qualified, 
who receives State payments, would also receive the Federal pay- 
ments. 

Senator Kerr. What would be your attitude toward the bill if it 
was fixed so as to cover those who were temporarily out of employ- 
ment by reason of the shift from civilian to defense production? 

Mr. Cuirre. As a practical operating matter, I don’t know how 
any Federal Government, or any State government, could draw the 
line accurately and fairly, because the economy is so interwoven. 
Individuals may be laid off not directly because their employer is 
going through a transition period but because of changes otherwise 
in the economy. 

It may be a textile problem, it may be style changes in clothing, 
it may be changes in popular demand for various things that are 
purchased. 

Senator Kerr. If the unemployment created by that shift could 
be determined, would you think that a bill designed to meet the cost 
of it by the Federal Government would be justified? 

Mr. Cuirre. I cannot imagine an amendment that would accom- 
plish that purpose, sir. 

Senator Kerr. I am assuming it could be done. 

Mr. Currre. Assuming it could be done, I would still oppose the 
bill for the reasons I have already stated, and one of the reasons being 


that ar 
Govern 
of their 
Sena 
loss is 8 
wise ha 
Mr. 
benefits 
will rec 
Sena 
sufferec 
Mr. | 
wish Si 
same il 
to keer 
employ 
You ca 
I oppos 
Sena 
The 
Sena 
receipt: 
ments ° 
Mr. 
the ch: 
crown, 
bursem 
But an 
fiscal 4 
benefit 
In 195 
$28 mi 
Sena 
were n 
Mr. 
million 
of app! 
$55 mi 
goes 01 
use up 
Sens 
around 
Mr. 
Seng 
Mr. 
Sens 
they 
Mr. 
(Ex) 
As t 
a mon 
funds 
those » 





are 


uld 


‘ost 


om- 


the 
ing 


UNEMPLOYMENT COMPENSATION 125 


that an additional financial load would be placed on the Federal 
Government as contrasted with the ability of the States to take care 
of their problems and the funds that the States have available. 

Senator Kerr. You are not impressed then by the fact that that 
loss is a direct result of the defense effort and that it would not other- 
wise have occurred? 

Mr. Cuirre. No, sir; I am not impressed, because there are equal 
benefits from the defense effort which individuals have received, and 
will receive again, in terms of wage income. 

Senator Kerr. Would the same individual receive the benefits who 
suffered the loss? 

Mr. Cuirre. Under the theory of the bill, as I understand it—and I 
wish Senator Moody were here at the moment—it would be to the 
same individuals, because the theory of the bill, as I understand it, is 
to keep the individuals in their present locations, so that when their 
employer needs them for a defense contract they will be available. 
You can’t ride both horses going in opposite directions, and therefore 
I oppose it even if such an amendment could be drawn. 

Senator Martin. Mr. Chairman. 

The CuHarrMan. Senator Martin. 

Senator Martin. In response to Senator Frear’s question as to the 
receipts, I think it was in 1949 and 1951, do you have the disburse- 
ments for the same years? 

Mr. Currre. Yes, sir; I have. If I can answer your question from 
the chart, you see there were only 2 years when the fund has not 
grown, so broadly we can say except in these two peak years of dis- 
bursements, the receipts have been more than the disbursements. 
But answering specifically, in the year of highest receipts, the 1949 
fiscal year, the receipts were $85 million and the disbursements for 
benefits were $50 million, so in that year the fund grew $35 million. 
In 1951 the receipts were $78 million and the disbursements were 
$28 million, so the fund grew $50 million in that period. 

Senator Martin. Now give us the year where the greatest payments 
were made. 

Mr. Cuirre. This is fiscal 1946, when the disbursements were $123 
million and the receipts were $65 million, so the fund had a shrinkage 
of approximately $55 million. So we can say that with a shrinkage of 
$55 million a year, if that same 1946 rate of receipts and payments 
goes on we can go through 7 years’ shrinkage at that rate before we 
use up this find. so the fund is in a very strong position. 

Senator Frear. I believe you said the benefits paid in 1949 were 
around $50 million. 

Mr. Cuirre. In fiscal 1949 they were $50 million. 

Senator Frear. That is the fiscal year I assume ending June 30. 

Mr. Currre. That is right. 

Senator Frear. Then the figures I have would not compare because 
they are on a calendar-year basis. 

Mr. Cuirre. If they are on a calendar year, I can’t make that split. 

(Exhibit 6 was displayed.) 

As to the effect on Federal payments, as Senator Taft pointed out 
a moment ago, under the proposed bill the payments from Federal 
funds are primarily to the higher paid unemployed persons, that is 
those who were higher paid when they were employed. ‘Taking the 
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present Michigan law and taking a person who has no dependents— 
and that is characteristic of perhaps two-thirds of those who are claim- 
ing benefits—under the present Michigan law the State benefits would 
be, according to this lower line, based upon the rate of pay that the 
individual had established, and under the bill the Federal payment 
would be the difference between these two lines [indicating]. So, as 
you can see, the Federal payment would be less, or nothing, until 
you get up to, say, $40 or $50 a week of normal wages, and the maxi- 
mum Federal payment does not occur until you strike a single person, 
that is one without dependent children, and earning $60 a week or 
over. 

That is the reason I question that it is social justice to make the 
maximum Federal payment available to this type of individual. 
Granted he needs money, that he is unemployed, and all that, but he 
does not need money presumptively as much as the lower paid 
individual. 

Senator Kern. Is that the answer you told me you would give to 
my question? 

Mr. Cuirre. That is the first half of it. I would be glad to give 
the second half. 

Senator Kerr. I will wait until you get through. 

(Exhibit 7 was displayed). 

Mr. Currre. Then I have on the next exhibit, comparing the same 
sort of thing for an employee who has three dependent children. 
The Michigan law provides extra benefits up to four children, but I, 
for the purpose of the chart, took three, because I thought there would 
probably be more cases of that type. 

In that case the Michigan law would provide, according to this line 
{indicating]. There would be no Federal supplement to anybody 
under $40 a week average earnings, and they would not reach the 
maximum Federal supplement until they get to approximately $70 
a week of earnings in their base period. ‘That covers the second part, 
Senator, if you have any further questions on that point. 

Senator Kerr. I have the same question. I am asking you if 
under the bill the supplement would not be the difference, if any, be- 
tween what the State system would pay and either two-thirds or 
three-fourths, or a point in between there, depending upon the depend- 
ents of the claimant. 

Mr. Cuirre. That is substantially correct. The reason I did not 
give you an unqualified answer is because the laws in the different 
States vary, but in the case of the Michigan law it provides more than 
the Federal formula for some of these lower-paid individuals. 

Senator Kerr. Now you are talking about the Michigan law? 

Mr. Cuirre. Yes. 

Senator Kerr. Then this bill would be a special benefit to the 
workers in those States where the State program is not as liberal as 
it is in Michigan, would it not? 

Mr. Cuirre. It would provide some benefit for some of the lower 
paid individuals. 

Senator Kerr. Does the bill provide a ceiling of two-thirds of the 
worker’s wage where there are no dependents and then up to three- 
fourths of the worker’s wage where there are dependents up to four? 

Mr. Cuirre. It provides that there be no Federal additional pay- 
ment if the State law has already reached those ceilings that you out- 
lined, but it does not prohibit the State from doing this. 
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Senator Kerr. Would I be correct in designating that as a ceiling 
under the law? 

Mr. Cuirre. That is a ceiling as far as this law is concerned; yes, 
sir. 

Senator Kerr. That is the law we are talking about. 

Mr. Curre. That is right, sir. 

Senator Kerr. Then isn’t that equally applicable to these States 
of low benefits as to the States of high benefits? 

Mr. Currre. The same percentage ceiling would apply to them, sir. 

Senator Kerr. Then in the States where the present unemploy- 
ment compensation benefits are low this bill would provide greater 
help than it does in Michigan, would it not? 

Mr. Cuirre. Not necessarily, for a very peculiar reason. 

Senator Kerr. I would like to have your reason. 

Mr. Cuirre. The Federal ceiling to which we just referred is a 
percentage figure, 65 to 75. 

Senator Kerr. A percentage of the wage? 

Mr. Currre. A percentage of the wage; ves. 

Senator Kerr. Let us take a State that has an unemployment 
compensation benefit of $20. 

Mr. Currre. All right. For a State that has an unemployment 
ceiling of $20—of course each State has to be taken in detail on its 
own—the 65 percent would apply as a ceiling, the employees earning 
roughly $30 would get a $20 State benefit. 

Senator Kerr. Let us take a worker in that State making $45 
and one in Michigan making $45, neither of them with dependents. 

Mr. Currre. All right. In each case the Federal 65-percent limit 
would apply. 

Senator Kerr. All right. What would be the difference in benefits 
that the Federal Government would pay to that $45 a week worker in 
a State with the $20 top and to a worker drawing the same wage in 
Michigan with its existing benefits? 

Mr. Currre. I think—and I am not sure of this, because, after all, 
there are 51 State laws, each with their own quirks—I think the differ- 
ence would be the difference between the ceilings of the two States, 
for an individual who is qualified for the ceiting by his State law. 

Senator Kerr. In the $20 State it would be $20, that is all he would 
get without this bill on the present basis? 

Mr. Cuirre. What wage rate did we assume? 

Senator Kerr. $45. What would that man get in Michigan at 
this time, under Michigan law, if he were unemployed? 

Mr. Cuirre. He would get under the Michigan law about $26. 

Senator Kerr. At this time? 

Mr. Currre. At this time. 

Senator Kerr. All right. Now what would that fellow in Mich- 
igan get if this bill were passed? 

Mr. Currre. If this bill were passed he would get $3 more than that. 

Senator Kerr. He would get about $29? 

Mr. Cuirre. Something like that, as nearly as I can read the chart. 

Senator Kerr. What would the fellow in the State with the $20 
top get if this bill were passed? 

Mr. Cuirre. He would get not more than a 50 percent benefit. 
In other words, he would get a $30 benefit. 

Senator Kerr. Then he would get $29? 
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Mr. Cuirre. In that neighborhood. 

Senator Kerr. Then the fellow in the State where the benefit by 
the State was lower, under this bill would get an increase of $9 a 
week, and in Mic higan the same fellow would get an increase of $3 a 
week? 

Mr. Cure. I think that is substantially correct with that par- 
ticular assumption. 

Senator Kerr. Then rather than this bill being one designed to 
help those who are now in the State of high benefits, the fact of the 
business is it would be of greater help to the States of low benefits, 
isn’t that correct? 

Mr. Cuirre. That is not correct, except as to a certain individual 
or individuals in the lower earnings brackets it is correct, but as to 
individuals in the higher earnings brackets it is not correct. 

Senator Kerr. I am talking about the fellow who is making $45 a 
week. 

Mr. Cuirre. You see, there are two limits in the bill. One is 50 
percent of the State benefit and the other limit is 65 percent of the 
wage rate. Now whichever of those limits is lower is the one that 
applies in determining the Federal supplemental payment. 

Senator Kerr. What is the average weekly wage in the United 
States? 

Mr. Currre. I do not have that figure in mind, sir, and I would 
say if I had it in mind it would be a dangerous figure to use, because 
this bill and the State laws do not apply to average employees. The 
average weekly wage applies to all who are working. The benefici- 
aries are basically those who are laid off, and those who are laid off in 
turn, in general, have an earning rate lower than the earning rate in 
their community, in their company or in their industry, because they 
are, generally speaking—and there are exceptions, of course—they 
are generally employees with shorter service, lesser skills and lower 
seniority. So that in a State where the average earnings for all 
employees are $60, the average wages for those drawing benefits, when 
they are fully employed, are probably $50 or $40. There is a decided 
discrepancy there which has been overlooked by some of those who 
have advocated the proposed changes. 

Senator Kerr. Let us get back to this bill. What is the average 
weekly benefit under State unemployment compensation programs, 
excluding Michigan? 

Mr. Currre. In October 1951, which was the latest for which the 
figures were available, on a national basis, the average for the United 
States was $21 and I guess about 60 cents. On Michigan it is $27. 

Senator Kerr. The average is what? 

Mr. Curr. $21. 

Senator Kerr. I thought you said $51. I beg your pardon. 

Mr. Cuirre. $21 and about 60 cents. 

Senator Kerr. Yes. 

Mr. Cuirrre. The average in Michigan is $27 and some odd cents. 
So the average for the United States, excluding Michigan, would be 
slightly lower, but my guess is it would be close to $21. 

Senator Kerr. Let us take a fellow making $50 a week. In the 
average State what would he get under this bill in the way of an 
increase above what his State pays him, figuring he was one who, if 
unemployed, would get the top figure in his State? 
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Mr. Cuirre. There isn’t any average State law. They vary very 
decidedly and it would have to be worked out on a State-by-State 
basis. I would be glad to work that out for you and submit it to the 
committee. 

Senator Kerr. Let us say we have a State the top benefit of which 

$21.60. 

Mr. Currre. That is the average and not the top. 

Senator Kerr. Let us say Oklahoma has a top of $21.60 and a 
worker making $50 a week begins to draw compensation, what would 
he get under this bill from the Federal Government? 

Mr. Curr. W ell, he would get not more than half of $21. 

Senator Kerr. And 60 cents? 

Mr. Currrs. And 60 cents, which, rounded out, would be $11 under 
this bill. 

Senator Kerr. That would be the ceiling for him? 

Mr. Cuirre. That is right. 

Senator Kerr. What would the ceiling for the $50 worker be under 
this bill in Michigan, who was unemployed and whose weekly wage 
was $50? 

Mr. Cuirre. He would get half of $27, which is $13.50, and round- 
ing it out as the bill provides, he would get $14. 

Senator Kerr. How did you arrive at that? 

Mr. Currre. He would get under the bill 50 percent of the State 
payment, and the State payment being $27, he would get $13.50, or 
$14 rounded out. 

Senator Kerr. I thought the limit under this bill was two-thirds 
of his wage. 

Mr. Currre. We did not discuss the wage rate. 

Senator Kerr. Yes, we did. We said his wage was $50 a week. 

Mr. Currre. All right. If his wage was $50 a week, then two- 
thirds of that is $33, isn’t it? 

Senator Kerr. I believe it is. 

Mr. Cuirre. In that case he would get a maximum of the difference 
between $27 and $33. 

Senator Kerr. Then the ceiling for him would be $6 a week, would 
it not? 

Mr. Currre. That is right. 

Senator Kerr. Then I can’t arrive at any other conclusion than 
that this bill would give twice the benefit to the fellow in the State 
where the top under the State law was $21.60, if he were a $50 a 
week worker without dependents, than it would give him in Michigan. 

Mr. Cuirre. All right, I will agree with you, Senator, that there 
are specific wage rates and combinations of wage rates and State 
benefit formulas where the employee in a low-se ale State, if I can 
refer to it that way, in a low-wage State, would get more than he would 
get in Michigan. 

Senator Kurr. Then the general indictment of this bill that it 
would help those in the higher-wage States, such as Michigan, at the 
expense of those in the lower-wage States, is erroneous, isn’t it? 

Mr. Curre. No, sir; it is correct for a large proportion of the 
claimants in Michigan who are not $50 a week claimants. Under an 
automobile shut-down, they are $70, $80, and $90 a week claimants 
and therefore the 65-percent limitation does not affect them, does 
not hold them down to the $33 that we figure for this man. 
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Senator Kerr. But for that $50 a week boy the indictment is 
erroneous? 

Mr. Cuirre. For that man the facts are exactly as you stated. 

Senator Kerr. All right. 

The Cuarrman. All right, you may continue 

(Exhibit 8 was displayed.) 

Mr. Currre. The question of whether this can be handled by the 
States I have already touched on. So far as Michigan is concerned, 
I showed that Michigan has a fund of $350 million, roughly, as against 
the maximum disbursement of $120 million or $130 million in the 
worst year. I thought it would be interesting to the committee to 
have a comparison for all of the States to show approximately the 
number of years’ benefits that could be paid from the present available 
State funds at the present rate of disbursements. For the present 
rate of disbursements I have taken the most recent figure that was 
available, and that is the 12 months ended September 30, 1951. 

In other 12-month periods it would show a little more or a little 
less, but here is the general picture, that without collecting another 
nickel and taking the country as a whole, benefits could be paid for 
9 years at the most recent rate of disbursements. ‘Then I have picked 
out a few States, maybe just by coincidence. 

Colorado could go on for 42 years; Delaware could go on for 17 
years; Georgia, 15 years; Maine, 7 years; Nebraska, 25 years; North 


Carolina, 12 years; Ohio, 21 years; Oklahoma, 8 years - Pennsylvania, 
10 years; Texas, 38 years; and Virginia, 16 years. 

1 think I have covered the membership of the committee in that. 
The chart suggests that the Senators who are on the Finance Com- 
mittee come from States that are pretty good at handling their own 


affairs and are financially capable. 

The CHairMAN. That is to say, if the Federal Government would 
leave us alone. 

Mr. Cuirre. That, sir, is up to the Congress. 

Senator Martin. Is that chart in the record? 

Mr. Currre. Yes; that is the last one in the group. 

Senator Martin. That will be in the record? 

Mr. Cuirre. Yes, sir. 

There is a little bit of repetition in what I am going to cover, but 
I think maybe in terms of presenting it in orderly fashion, it will be 
a good supplement to the discussions we have had concerning the 
charts. 

It will thus be seen that the amount of unemployment presently 
being experienced in Michigan is not out of line with that exper ienced 
in other years and is due in a large part to the temporary lay-offs by 
the automobile industry; and the suppliers of ¢ omponent parts ther eof, 
at the time when they are making changes in their models. Such 
unemployment is of relatively short duration, and with the increasing 
amounts of steel and other essential materials that are being made 
available for civilian production, and with the increasing rate of pro- 
duction of military goods, it appears that even the prese ‘nt amount of 
unemployment will Tapidly diminish. 

Even though the Michigan fund appears capable of handling the 
present, and reasonably to ‘be expected, load of benefit claims w ithout 
any Federal assistance of any type, it seems wise for us to consider 
the proposed bill. It has the following outstanding weaknesses, 
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concerning each of which I shall comment briefly and will submit to 
the committee a report in greater detail. 

1. While masquerading under the title of ““Defense Unemployment 
Compensation Act of 1952,” and while the advocates of the bill have 
presented it as a solution of the transitional unemployment due to 
changing to defense production, the actual provisions of the bill do not 
limit it to States in which there is unemployment caused by defense 
changeovers. Any governor who has any substantial unemployment 
in his State for any reason, with no prospect of immediate reemploy- 
ment, can qualify his State to receive payments under the bill. Sup- 
plemental payments could then be made to all persons otherwise quali- 
fied receiving State unemployment benefits, even though neither they 
nor their employer had any relation to the defense transition. 

2. The bill is designed to make the maximum Federal payments to 
employees who are already qualified for the maximum benefit rates 
authorized in each State. Little or no Federal supplemental payments 
would be made to the lower paid employees for whom, the Federal 
Government in its old-age benefit program and most State govern- 
ments in their unemployment benefit formulas have recognized, there 
is the greatest presumptive need. 

3. The Federal supplemental payments for each week of unemploy- 
ment would be the largest in the States that have established the high- 
est weekly benefit rate. 

4. The 11 States which have coupled dependency allowances with 
their unemployment calculation would draw large weekly amounts of 
Federal funds, with the load to be carried by Federal taxpayers in all 
48 States. 

5. The combination of State benefits under the present State for- 
mulas and the Federal supplementation would in many instances 
produce a total weekly check closely approaching the amount of take- 
home pay which the individual would have if working full time. Thus, 
a Michigan employee with a wife and three children and a weekly wage 
of $75 has deduction, when employed, of $6.83 for Federal withholding, 
and OAB—and including $3.50 for lunches and carfare—leaving him 
take-home cash of $68.17. Under the present Michigan law, he is 
entitled to tax-free benefits of $33, and the Moody bill would increase 
this to $53, or only $15.17 less than his take-home pay, because the 
benefits are tax-free. 

Thus, his reward for working a full week would be only $15.17. A 
single man earning $60 per week has an incentive of only $7. Similar 
results could be shown for other States. Thus, the individual has little 
reason to seek employment as long as his benefit checks are flowing in. 
In the absence of individual effort to find employment, there will not 
only be a load on the Federal Treasury, but the duration of State pay- 
ments would increase and the drain on State funds would be greater. 

6. Proponents of the bill have pointed out that in 1951, 40,000 em- 
ployees in Michigan exhausted their benefit rights before becoming 
reemployed. It must be borne in mind that this figure includes those 
who had had only very casual attachment to the labor market before 
becoming unemployed; those who did not wish to become reemployed 
as long as they could draw benefits; and those who had actually per- 
manently withdrawn from the labor market but who concealed that 
fact as long as they could collect unemployment compensation. 
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Senator Kerr. What percentage of the 40,000 would you estimate 
covers each of these three categories? 

Mr. Currre. There is no way of determining an accurate figure for 
that, Senator. It will have to be a guess. 

Senator Kerr. Would you make such a guess? 

Mr. Currre. I would make a guess based upon some studies that 
have been made in connection with the investigation of fraudulent 
claims, that from 25 to 55 percent of the exhaustion cases are either 
in this category or are, by implication, very close to these categories, 
because they »y can find work within a week or two after their benefit 
checks stop. That may be merely a coincidence, of course, in some 
cases. 

Senator Kerr. Twenty-five to what? 

Mr. Cuirrs. Twenty-five to fifty-five percent is my guess, but that is 
only a guess. Even with all these cases included, the exhaustion rate 
in Michigan was only 10 percent of the benefic laries, whereas the 
United States Department of Labor has accepted 25 percent as a 
reasonable figure. 

It is obvious that a Federal contribution of a substantial amount 
would increase both the logical and the specious reasons advocated for 
further Federal control and corresponding dec rease in the self-govern- 
ment by the respective States. 

8. Whatever supplemental payments are made by the States with 
Federal funds—and they may run to the hundreds of millions of 
dollars per year—will place upon. your committee an additional 
burden of funds to be raised, for which there is no provision in the 
pending bill. 

9. Federal control is further injected by a prohibition against a 
participating State decreasing its benefit formula in any way from the 
State law in effect January 1, 1952. 

It thus appears that the bill starts with “findings” that are not in 
accordance with the facts; proceeds from these shaky foundations to 
offer an unsound expedient to a nonexistent need and to approach by 
devious means an objective that Congress rejected in 1935 and has 
repeatedly rejected in subsequent sessions. I must therefore, on behalf 
of the Chamber of Commerce of the United States, request you to 
reject the Moody bill, S. 2504. 

The CaarrMan. Now you are offering your full statement? 

Mr. Cuirre. The full statement has been given to the reporter, sir. 

The CuatrMan. Are there any further questions? 

Senator Kerr. I would like to ask one more question, Mr. Chair- 
man, if I may. 

The CuarrMAn. Senator Kerr. 

Senator Kerr. Are you familiar with S. 1274 of the Seventy-ninth 
Congress, which was beiore the Senate in 1945? 

Mr. Currre. Will you refer to it by the name of the sponsor, 
please, sir? 

Senator Kerr. I can’t tell you the sponsor. 

Mr. Currre. Can you tell me what the bill did, perhaps, or what it 
provides? 

Senator Kerr. It provides for supplemental benefits, to extend the 
duration of the benefits payable under State laws. 

Mr. CuIFFE. 
claim familiarity with that one, sir. 
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Senator Kerr. All right. 

The CHarrMAN. Any further questions, Senator Frear? 
Senator Frear. No, Senator. 

The CHarrMan. Senator Martin? 

Senator Martin. No, thank you. 

The Cuarrman. Thank you very much, Mr. Cliffe. 

(Mr. Cliffe submitted the following supplemental statement: ) 


STATEMENT OF FRANK B. CLIFFE FOR THE CHAMBER OF COMMERCE OF ; 
UNITED STATES, AS EXTENSION OF ORAL STATEMENT Mave FesRuUARY 20, 1952 


The bill is similar to proposals advanced for much the same reasons and rejected 
by the Congress, in 1942, 1944, and 1945. Federal intervention to raise the levels 
of unemployment compensation provided by the States is again being urged on 
the assertion that it is needed to cope with unemployment caused by transition 
to military production. The earlier counterparts of the Moody-Dingell bill were 
supported by estimates of unemployment which later proved to have been grossly 
exaggerated. There are indications that the same is true of the current bill. 

The reasons for the bill, stated in its preamble, are that industrial mobilization 
for defense production is causing serious unemployment in some localities, that 
the present benefits provided by State laws are inadequate, and that it is unfair 
to pay so little to employees who have been idled in the national interest. The 
increase in benefits is to “prevent the imposition upon workers (in those States 
where such unemployment has become critical) of an inequitable share of the 
burden of the defense program.” 

The provisions of the bill are quite simple. It would become operative in a 
State when its governor certified that “within one or more labor market areas of 
his State, there exists substantial unemployment. * * * with no prospect 
of immediate reemployment * * *,”’ provided the Secretary of Labor agree} 
with the governor’s certification. Subject to annual renewals, it 
operative for the duration of the present defense emergency, and it 
to all unemployed workers in the State. 

The bill thus reveals, in its first few paragraphs, that it is not intended to be 
limited to the assistance of the so-called “conversion unemployed.’ It is very 
apparent not only that the bill could affect all employees in a given State, but 
also that it could very soon become uniformly operative throughout the country 
Few State Governors, if any, would fail to find some one or more areas of ‘‘sul- 
stantial unemployment * * * with no prospect of immediate reemplo 
ment’’ in their States. 

Thus substantial unemployment in any labor market area of a State could 
make supplemental Federal unemployment benefits available throughout the 
State, regardless of the general situation throughout the remainder of the State. 
Furthermore, the funds are available regardless of the cause of the ‘‘substantial 
unemployment” in the labor market area, or the reason why there is ‘‘no prospect 
of immediate reemployment.”’ 

The Economic Report of the President transmitted to the Congress in January 
1952 describes two kinds of unemployment—defense unemployment and mm 
defense unemployment—each of which affects certain labor market areas the 
report states (p. 114): 

“Although the national total of unemployment remained at a low level through- 
out 1951, a number of areas have serious unemployment problems. Many of 
these areas concentrate on one or two major types of industrial activity; for 
example, textiles in Lawrence, Mass., and coal mining in Scranton and Wilkes- 
Barre, Pa. The defense production program has not had much impact on such 
areas. Without a substantial increase in demand for the products of these areas, 
a continuance of the problems confronting them is likely. 

* * * * * * * 

‘‘A special type of defense unemployment, which has become acute in some 
metal-using centers, has resulted from a discrepancy between expanding defense 
and contracting civilian work. Certain industrial areas, such as Detroit, have 
been hard hit by this development. Despite the efforts which the Government 
is making, the unemployment problem in some of these areas will unfortunately 
continue in 1952. 

“To alleviate this problem, the Director of Defense Mobilization is appointing 
an interdepartmental committee of production, procurement, and manpower 
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agencies to assist in dovetailing civilian industry cut-backs with defense expansion 
on an area and industry basis.’’ 

S. 2504 would make Federal supplementary payments equally available to both 
types of areas just described. Thus, manifestly, whatever may be the merits of 
providing at Federal expense supplemental benefits to persons whose unemploy- 
ment may be attributable to defense dislocation, the basic issue and effect of 
S. 2504 is much broader. For it would provide benefits from general Federal 
revenues to all individuals covered under State unemployment compensation 
systems, in any State with any area of substantial unemployment, and regardless 
of the cause of this unemployment. 

The period during which these supplementary payments could continue is 
uncertain, but might be for a decade or more. The payments are authorized for 
an “emergency,”’ which the bill defines as continuing until the President ‘pro- 
claims the emergency declared by Proclamation 2014 * * * to have termi- 
nated or in which the Defense Production Act of 1950, as amended, is termi- 
nated, whichever date is later * * *.”’ While without further congressional 
action the act referred to will terminate next June, the ‘‘emergency declared by 
Proclamation 2914’’ may not be proclaimed as terminated within the next decade. 
This proclamation declares an emergency to exist not only because “events in 
Korea and elsewhere constitute a grave threat’’ but because “world conquest by 
Communist imperialism is the goal of the forces of aggression,’’ and “if the goal 
of “Communist imperialism were to be achieved, the people of this country * * * 
would no longer enjoy the blessings of freedom.’’ 

Accordingly, the proposal, while in the form of emergency legislation, may be 
practically regarded as a proposed long-time commitment. : 

Furthermore, the termination of the present defense emergency would be no 
practical reason for terminating a program of Federal unemployment. benefit 
payments to multitudes of persons whose unemployment is not attributable to 
an emergency defense program, but instead to conditions existing prior to and 
independently of it. 

Since the bill could quickly become operative for all the unemployed throughout 
the country, its true effect will be to override the judgment of all State legislatures 
as to the necessary and proper weekly amount of benefits to be paid. This is the 
essence of federalization, a complete repudiation of the judgment and responsi- 
bilitv of the State legislatures. 

When the bill became operative in a State, it would, except as noted below, 
increase all of the benefit checks otherwise payable in that State by 50 percent 
or more. In Michigan, for example, it would increase the “maximum primary 
weekly benefit rate’? by 50 percent, from $27 to $41 and it would increase the 
dependents’ allowances from $2 to $4 for each of four children. If the Michigan 
Legislature were to increase the schedule of benefit rates or the dependents’ 
allowance, the Federal supplement would increase correspondingly. The com- 
bined State and Federal payments are limited to 65 percent of wages for em- 
ployees without dependent children and on a graduated basis up to 75 percent 
of wages for those with four or more dependents. 


THE ACTUAL NEED FOR THE BILL 


The unemployment figures used by its proponents are exaggerated, and the 
forecasts are open to serious question. State benefit levels have more than kept 
pace with increases in the cost of living and in wage levels. (See exhibit 4 in 
appendix I.) They are more adequate now than they were during the conversion 
and reconversion periods of World War II. There is no more than a minimum 
rate of exhaustions of unemployment benefits. 


EXTENT OF UNEMPLOYMENT 


From the start, Michigan has been the prime example used to try to show a 
need for Federal supplementary benefits. There is no national unemployment 
problem, nor is any likely to develop. 

For the 2ntire country, unemployment claims are at a very low level. During 
Decer ber 1951, the last month for which figures are available, a total of about 
1,400,000 persons filed claims for unemployment benefits. This compares with 
2,730,000 in January 1950. On January 19, the Secretary of Labor announced 
that the tight manpower situation had eased off temporarily, but jobs will be 
harder to fill than ever by spring. Mr. Tobin said, “the over-all outlook is for a 
tightening of the labor supply as seasonal forces expand job opportunities this 
spring and summer and as defense production gains momentum,” 
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While the unemployment situation in Michigan is somewhat less satisfactory 
than for the country as a whole, it is not nearly so bad as it is being painted by 
the advocates of the bill. Unemployment in Michigan hit a minor peak in the 
first week of January 1952. At that time many employees in the auto industry 
were out of work during mode! changes. Since then, the claims load has declined 
for three successive weeks. The claim figures for the first 6 weeks of 1952 are 
as follows: 


| 


| Claims filed | Claims filed 


“|| Week ending— | 
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In Detroit Michigan | In Detroit Michigan 
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These claims figures are by no means unprecedented or critical for either 
Detroit or Michigan. They correspond to the normal seasonal trend for this 
time of year, as shown by exhibit 1 in appendix I. For the entire month of 
January 1950, the weekly claims load averaged over 130,000. January, 1952, is 
only 114,000. Further, Michigan claims had averaged 125,000 or more per week 
for three consecutive months at the turn of 1949-50. 

There have been periods in the past when the Michigan Act has weathered 
without Federal assistance much more serious unemployment than now exists. 
For 4 months at the start of 1942, and for 9 months following VJ-day, the average 
weekly number of claims remained continuously over 100,000. In October, 1945, 
a peak of 265,000 claims per week was handled. Even in periods of high employ- 
ment it is characteristic for Michigan to have a minimum of 40,000 on the unem- 
ployment compensation rolls. 

The country as a whole has no serious unemployment problem, and the pros- 
pects are for a progressively tighter labor market. Michigan, at present, has a 
moderate, but dwindling labor surplus. There is no such emergency in Michigan 
as would justify or require Federal intervention at this time. It is still to be 
hoped that a constructive solution, in terms of more rational allocation of ma- 
terials and speeding up of defense work, will be worked out before the second 
quarter of 1952. It would certainly be much better for the country to press for 
a solution which will restore employees to productive work than to pay more to 
maintain them in unproductive idleness. 


ADEQUACY OF THE STATE LAWS 


Benefit levels have more than kept pace with the cost of living, and the dollar 
amounts have been repeatedly increased. This is particularly true in Michigan 
which has for many months been paying consistently the highest weekly benefits 
of any industrial State and is now paying a higher average weekly benefit than 
any State by more than $2. 

Exhibits 2, 3, and 4 in appendix I show that Michigan’s benefits have been 
repeatedly liberalized, that its average benefit is far ahead of the national average 
and of other States and that its average benefit check has increased more rapidly 
than the cost of living. Benefits paid in Michigan have not only kept pace with 
the increase in the cost of living, they have also kept pace with the general increase 
in wage levels. 

In 1941, the first year for which statistics are available, the average benefit 
check in Michigan was $12.75. This was equivalent to 31 percent of average 
gross weekly earnings ($41.59) of all employees in manufacturing. The present 
average benefit check is $27.08 (October 1951). This is equivalent to 36 percent 
of average gross weekly wages ($74.23) paid in manufacturing (January—October 
1951) and a higher percentage of the wages of those who qualified for benefits. 

Putting this another way, average weekly wages have gone up 78 percent 
in the 10 years since 1941. The average weekly benefit check has gone up by 
112 percent. These are averages. Here are the percentages of gross and 
“take-home’”’ wages received by individual claimants as specific wage levels under 
the present Michigan law, without Federal supplementation. 
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| Weekly benefit check 


l 
| Claimant with no Claimant with 4 or 
dependents more dependents 


Level of weekly wages 
— ‘ , ? 


ro » 
Percent of | | —" Percent of 


| gross gToss 


Percent of 
“take- 


home’’! home”’! 


$20 86 

$30 . sm R2 
$40_.. f a ; 5 74 77 
$51.01 2 i 5: 68 68 
oe : Ke 36 47 47 


1**Take-home”’ wages are gross wages minus Federal withholding and social security taxes, $3 for trans 
portation and meals and for brackets over $50, $0.50 for union dues. 


Obviously, the Moody bill will result in Federal payments only to those with 
the higher wage levels as the others already exceed the 65 to 75 percent ceiling. 
(See exhibits 6 and 7 in appendix I.) 

The benefit scale is weighted in favor of the lower paid worker but this is in 
keeping with the objective of using the available funds to provide a broad level 
of subsistence coverage during unemployment. The program was never intended 
to go beyond this objective. 

Assuming that the bill is essentially directed to the alleged inadequacy of State 
systems, its provisions are very inappropriate. Its supplements would be largest 
where the State benefits paid high wage earners are largest, and the proposed 
supplements would be smallest in States whose maximum benefits are smallest. 
In States where the maximum benefit is presently $20 per week, the maximum 
supplement would be $10, making a total of $30—an amount less than is already 
provided under some State laws indicated as “inadequate” by section 2 of the bill. 
In “inadequate” States presently paying a $30 maximum, the maximum Federal 
supplement would be $15, making an aggregate maximum weekly benefit of $45. 
In States with higher maxima, the proposed Federal supplement and total benefit 
would be still larger. 


DANGERS OF SETTING BENEFITS TOO CLOSE TO WAGES 


The record is clear that Michigan and the other States have raised their benefits 
as rapidly as the felt it safe and constructive to do so. They have had to keep in 
mind at all times the necessity of maintaining a substantial cash incentive for the 
unemployed employee to seek and accept work. The advent of Federal with- 
holding taxes and their increasing amounts are factors which are too often over- 
looked when judging the amount of benefits which can safely be paid without too 
seriously discouraging people from accepting work. Since benefits are tax free, 
they are much more attractive than they appear when related to gross wages. 

This can be shown by example. Under the Moody-Dingell bill, an unmarried 
Michigan employee who earns $60 per 40-hour week would receive a tax-free 
weekly benefit of $39 (65 percent of his gross wages) while unemployed. This 
employee’s take-home pay for working will be no more than $46 after deducting a 
withholding tax of $9.60, a social-security tax of 90 cents, and $3.50 as a modest 
estimate of the other costs of working such as transportation, lunches, and union 
dues. Thus, his cash incentive to work a full week at his regular job is only $7, or 
17 cents per hour. Leisure is often worth more than 17 cents per hour to a man 
or woman who has no family obligations. Since the benefits for emplovees with 
dependent children are almost equal to their take-home pay, many such employees 
would have an incentive to work only if they were anxious to pay some Federal 
taxes and union dues. 

While the increased level of benefits proposed under the Moody-Dingell bill 
might not, as a practical matter, seriously discourage employees from returning to 
their regular jobs when they reopened, it would certainly discourage them from 
accepting interim employment either in their own locality or elsewhere. Thus, 
the bill would actually increase the number of unemployed at the expense of the 
Federal budget and of the total national product. 

In the propaganda for this bill, much emphasis has been placed on the inade- 
quacy of a maximum benefit rate of $27 for men with family obligations. The 
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Michigan law provides an allowance of $2 per week for each dependent child up 
to four children. So the family man draws a benefit up to $35 per week. This is 
seldom mentioned. As a matter of fact, past experience shows that two-thirds 
of Michigan claimants have no dependent children. Therefore, this bill would 
benefit primarily those individuals (about 60 percent of the male claimants and 
93 percent of the female) who have no dependent children. These are the least 
satisfactory unemployment compensation risks, both because of their personal 
circumstances and because their wages for working are subject to the biggest 
Federal withholdings, 


HOW SERIOUS IS THE PROBLEM OF EXHAUSTIONS? 


The proponents of the Moody-Dingell bill, in their efforts to marshal favorable 
public opinion, have publicized the fact that 40,000 Michigan employees used up 
all of their unemployment benefit rights in 1951. It is hard to see the significance 
of this figure as a reason for passing the bill, since there is no provision in it to 
extend the duration of the benefit payments. Perhaps the authors have recog- 
nized the fact that the 40,000 exhaustions in 1951 actually represent an extremely 
favorable rate for Michigan and give no support at all to their case. 

There are always many individuals, in the best of times, who use up their un- 
employment benefit rights. These include employees who have just entered the 
labor market and have only limited benefit credits; employees having very limited 
employability, such as pensioners; employees who find it advantageous not to 
work while benefits are available; and employees who have permanently with- 
drawn from the labor market but are concealing that fact for the purpose of col- 
lecting unemployment compensation. 

According to the United States Department of Labor, the duration of unemploy- 
ment compensation “‘should be sufficient to enable the great majority of insured 


workers to find suitable work before exhausting their benefit rights, under normal 
or recession conditions. In statistical terms, the benefit period should be long 
enough to ensure that no more than 25 percent of the beneficiaries exhaust benefits 
under recession or better conditions,” ! 

Michigan’s experience surpasses this somewhat rigorous standard, both for 
1950 and 1951. In 1950 only 20.7 percent of the Michigan beneficiaries used up 


their benefit rights. This was the lowest rate of all the States. But in 1951, with 
the number of exhaustions dropping to 40,000, Michigan reduced its exhaustion 
rate from 20.7 percent to about 10 percent. 

Those who use this figure of 40,000 exhaustions in 1951 to show the purported 
inadequacy of Michigan’s law assume that these 40,000 people remained unem- 
ployed after using up their benefits. Several State studies have shown that 
about one-half of the employees who exhaust their benefits go to work in a very 
few weeks thereafter. Michigan’s law provides 5 months of benefit payments for 
nearly all industrial workers. This duration has been ample, even by liberal 
Federal standards, in 1950 and 1951. It is sufficient to cover the likely period of 
readjustment for employees who become unemployed in 1952. 

Michigan is able to do for itself whatever needs to be done to meet the present 
and prospective unemployment situation. If the legislature decides that higher 
benefits are in order, Michigan’s fund of over $325 million is in good shape to carry 
the load. (See exhibit 5 in appendix I.) 

The bill argues that the cost of benefits for conversion unemployment should 
be borne by the Federal Government as a cost of the defense program. What- 
ever benefits are paid now under the Michigan act will be financed by higher un- 
employment taxes on employers who will shortly be primarily engaged in defense 
production work. Thus, the cost of rebuilding the fund after paying benefits to 
the conversion unemployed will automatically become a cost of the defense pro- 
duction program, without any special action by the Federal Government. 


PROBABLE COST OF THE BILL 


The authors of the bill estimate that its cost would be about $200,000,000. 
Considering how difficult it would be for any governor to deny the unemployed 
citizens of his State access to the Federal Treasury under the bill, it is reasonable 
to base cost estimates on an assumption of nearly universal acceptance. In 1950 
the total unemployment compensation benefit payments for the whole country 
were $1.4 billion. Assuming the proponents of the bill are at all close in their 


‘ 


‘Unemployment Insurance: Purposes and Principles, U. 8. Department of Labor, December 1950, p. 7 
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estimates of impending unemployment, the cost could be well over a billion dollars 
In a single year. 

This direct cost would be augmented by indirect costs. As previously explained, 
the high benefit levels, which would apply to all employees in the State (not just 
to the “conversion unemployed’’), would deter many marginal employees from 
accepting available productive work. This would actually increase the volume 
of unemployment and costs to the State funds, and would also reduce the national 
product. 

EFFECT OF THE BILL ON THE INTEGRITY OF STATE LAWS 


Enactment of the Moody-Dingell bill would be an irretraceable step toward 
permanent and complete federalization of the State unemployment compensation 
laws. Both its political and union sponsors are committed to complete federali- 
zation. 

While the bill itself provides for no direct Federal control over State legislation, 
nevertheless it bears within it the seeds of ultimate and certain abdication by the 
States of their jurisdiction in this field. The bill would presumably be applied 
generally throughout the country. Every State at some time has some depressed 
area in it which would justify the governor in certifying his State for participation 
in the distribution of Federal money. It would be politically impractical for a 
governor to fail to put his State in line for the payments. 

As soon as the Federal money became available on a proportionate basis in a 
given State, there would be an increase in the pressure upon the State legislatures 
to increase the levels of State benefits, so as to bring in more Federal money 
without regard to the ultimate effect on Federal tax increases necessary to meet 
these new obligations. The availability of Federal money as an immediate pres- 
sure for unsound liberalization of State laws would be followed by an even more 
powerful pressure at the expiration of the Federal program. It would be futile 
to expect that the States would or could return to their former benefit scales at 
the end of the Federal program. The States would be forced to liberalize their 
rates to meet the standard created by the temporary Federal payments. Since 
benefits on that scale could not be financed in many States without substantially 
increasing the existing range of employer tax rates, there would be a strong de- 
mand from employees and some employers for the Federal Government to con- 
tinue permanently to share the cost of unemployment compensation payments. 

There should be no illusions, on the part of anyone aware of the mounting load 
of Federal grants-in-aid in this field and of the objectives of those sponsoring this 
legislation, that permanent Federal sharing of unemployment compensation costs 
would be achieved without complete abdication of responsibility on the part of 
the State legislatures and administrators. When the States start to ask the 
Federal Government to help them pay for their unemployment compensation 
costs, they are inviting the most detailed Federal controls over such State matters 
as the amount of benefits to be paid and the conditions of payment, the amount 
of taxes to be collected from employers and the method of assessment, and the 
methods of administration. Once these Federal purse-string controls are estab- 
lished, the substance of State responsibility will be gone. Complete and open 
federalization would then be an anticlimax. 

State unemployment compensation reserves have reached an all-time high of 
nearly $8 billion, while the United States Treasury is moving into a period of 
deficit spending again. This would seem to be no time to add to the deficit or to 
increase Federal taxation, especially in the light of the foregoing analysis showing 
the States’ ability to meet the spotty unemployment problems. (See exhibit 8 
in appendix I). 

CONCLUSION 


Over the years, the unions and many Federal administrators have been resource- 
ful in the extreme in attacking the integrity of the Federal-State cooperative 
system of unemployment compensation. The current proposal plays on the fears 
and insecurity of employees and on the public irritation at Federal bungling of 
defense planning to make a superficially plausible and politically advantageous 
ase. 

It thus appears that the bill starts with “findings” that are not in accordance 
with the facts; proceeds from these shaky foundations to offer an unsound solu- 
tion to a nonexistent need and to approach by devious means an objective that 
Congress rejected in 1935 and has repeatedly rejected in subsequent sessions. 
I must therefore, on behalf of the Chamber of Commerce of the United States, 
request you to reject the Moody bill, S. 2504. 
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EXHIBIT 1 


MICHIGAN UNEMPLOYMENT? 
COMPENSATION CLAIMS 
Weekly, January 1949- February 1752 _ 
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EXHIBIT 2 


MICHIGAN UNEMPLOYMENT COMPENSATION 
BENEFIT LEVELS 
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Exursit 3 


MICHIGAN'S AVERAGE UNEMPLOYMENT 
BENEFIT CHECK COMPARED WITH THOSE 
OF CERTAIN OTHER STATES 


BY MONTHS, NOVEMBER 1950 - OCTOBER 1951 


MICHIGAN'S AVERAGE COMPARED TO 

THE AVERAGES FOR THE UNITED STATES, 

FOR OHIO AND FOR THE HIGHEST STATE 
OTHER THAN MICHIGAN 
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Source "Labor Market and Employment Security, Bureau of 
Employment Security, U.S. Department of Labor 
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EXHIBIT 4 


MICHIGAN UNEMPLOYMENT COMPENSATION BENEFITS 
HAVE KEPT PACE WITH COST OF LIVING 
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Exurst 5 


MICHIGAN UNEMPLOYMENT FUND BALANCES 
AND BENEFIT DISBURSEMENTS 


(FISCAL YEARS 1942-1951) 
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EXHIBIT 6 


PROPOSED FEDERAL SUPPLEMENT OF 
MICHIGAN BENEFITS 


No Dependent Children 
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EXHIBIT 7 


PROPOSED FEDERAL SUPPLEMENT OF 
MICHIGAN BENEFITS 
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EXHIBIT 8 


Approximate Number of Years Benefits Could 
Be Paid from Available State Funds at Present 
Rate of Disbursement * 


State — Yeors 
US.Average 9 


Alabomo___.8 
Alosko_____5 
Arizono__24 
Arkonsos____9 
Colifornia__6 
Colorado. ___42 
Connecticut. _18 
Deloware. _17 
Dist.of Columbio28 
Florida. _13 
Georgia. __15 
Howoii.___12 


Iiinois__.__8 
Indiono___18 
lowo____34 


dtote 


Kentucky__l2 
Lovisiona___8 
Moine_____7 
Morylond__13 
Mossochusetts_ 3 
Michigon___10 
Mississippi___10 
Minnesota____4 
Missouri___19 
Montana__|4 
Nebraska__ 25 
Nevodo___._9 
Wew Hompshire__ 4 
New Jersey__ 1! 
New Mexico___ 27 
New York. 5 
Worth Corolina__12 


Yeors State 


Yeors 


North Dakota__9 
Ohio.__.___21 
Oklohomo____8 
Oregon__8 
Pennsylvanio__10 
Rhode Istond__2 
South Corolina__9 
South Dokota_15 
Tennessee___8 
Texos___38 
Utah 4 
Vermont__13 
Virginio__16 
Woshington__!2 
West Virginio__10 
Wisconsin__37 


Konsos__18 Wyoming__16 
* twelve-month period ending September 30, 1951 


Source: The Lobor Market and Employment Security, P 50, 
December, 1951. 


AppEnpix II 


CHAMBER Po.uicy 


The Chamber of Commerce of the United States is a national federation of 
3,151 trade associations and local chambers of commerce, which in turn, represent 


1,450,000 individual businessmen. Because the chamber in membership and 
direct interest embraces every important activity in our economy; and, through 
its membership—small businesses as well as large—it presents the opinion of a 
cross section of our entire economy. Thus, it is that policies of the chamber do 
not represent the views of some special group or particular interest, but are drawn 
from the diverse interests of the country as a whole and are voted by its member- 
ship. This voting, incidentally, is so regulated that no geographic concentration 
of interests or economic concentration of power can override the broader interests 
of the entire membership. 4 

Since the chamber of commerce is a democratic organization, and since its 
membership encompasses the widest range of interests, the members retain everv 
right to express themselves as individuals. 
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POLICIES ON SOCIAL SECURITY 


The following declaration of policy on the broad field of social security was 
adopted by our membership at its annual meeting in 1949. The sections particu- 
larly pertinent to this hearing are indicated by an asterisk. 


A. In general 


*Employment a prerequisite—However desirable and necessary social security 
may be, it is no substitute for productive employment and, therefore, every effort 
should be made by business and other groups to encourage high levels of production 
and steady employment. 

Hazards to be covered.—Protection against periods of job and income losses 
should be provided either by voluntary or by governmental action. Social 
security provided by governmental action should be restricted to those major 
hazards of life concerning which individual effort has been demonstrated to be 
substantially inadequate or impractical. 

*Level of protection.—A social-security program should provide a minimum 
layer of basic protection against the major economic hazard with which it deals, 
and should be so designed and administered as to encourage additional savings 
and self-protection by the individual through his own efforts. 

*Role of State and local governmenis.—Every effort should be made to encourage 
State and local governments to assume primary responsibility for social security 
in order to keep such activities close to the employers, to the employees, and 
to other taxpayers. 

Duplicating benefits —Appropriate legislation should be enacted to prevent 
unjustifiable duplications of payments under Federal and State insurance and 
benefit programs. 

*Experience rating.—The principle of experience rating, which provides an 
additional incentive to minimize the hazard involved, should be applied in every 
field of social security to which it may be appropriate. 

Considerations of cost.—The eventual costs of sociai security are bound to be 
large, and excessive costs would impair the basic economy upon which all security 
rests. Therefore, a primary consideration in evaluating proposals for social- 
security benefits must be the impact of their present and future costs upon the 
Nation’s economy. 

Nondiversion of funds.—Funds collected for one social-security purpose or 
program should not be diverted for use to support another purpose or program, 

Unified Federal administration.—All Federal activities in the social-security 
field should be centralized in one Federal agency or department (which might 
also deal with other matters). This ageney should be unbiased—not devoted 
to advancing the interests of any particular group in our national life. 

Avoidance of discrimination.—To the utmost feasible extent social-security 
programs should be uniform and nondiscriminatory. Special discriminatory pro- 
grams for special groups, in particular, should be avoided. Existing Federal 
legislation providing the special discriminatory social-security system for railroad 
employees should be repealed, with suitable transitional provisions; and railroad 
employees should then be included within the coverage of appropriate general 
social-security programs. 

RB. Federal old-age and survivors insurance and related programs 

Coverage extension.—The system of old-age and survivors insurance, as extended 
in 1950, now covers about 75 percent of the workers of the country. As experience 
is gained with the administration of the system, further extension should be made 
to noncovered groups to the extent feasible. Governmental and railroad em- 
ployees should promptly be brought under the old-age and survivors insurance 
system (adopted 1951). 

Benefit level —The benefit level under old-age and survivors insurance should 
be in line with the program’s objective of providing a minimum layer of basic 
protection, thus leaving ample opportunity for the provision of additional pro- 
tection through private initiative (adopted 1951). 

Financing.—The tax schedule of existing law supporting old-age and survivors 
insurance should be periodically reviewed in the light of changir 

adopted 1951). 

Governmental employees.—When governmental employees are covered under 
old-age and survivors insurance, the civil-service retirement system and the many 
other Federal, State, and local systems for such employees should be revised to 
provide supplementary protection (if such protection is desired), just as the staff- 
retirement plans of other employers have been revised. 
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Total and permanent disability benefits ——Voluntary agencies and the State 
public-assistance systems, in conjunction with the State vocational-rehabilitation 
agencies, offer the best means of providing for the totally disabled. No Federal 
system of total and permanent disability benefits should be established either in 
connection with old-age and survivors insurance or otherwise. 


C. Employment. services 


In general.—Efficiently operated employment exchanges perform a useful 
economic function. The operation of public employment services is a proper 
activity for State and local governments, and may be supplemented by commercial 
employment Offices, subject to appropriate State or local regulation. 

State operations.—The State public employment services should remain under 
State jurisdiction. All public placement operations (other than the operations 
of local governments) should be consolidated with such services. The consolidated 
services should be conducted pursuant to the public policies of the individual 
States. 

Federal activities—Employment-service and unemployment-compensation a4c- 
tivities are organically related to each other, employment services thus forming 
an integral part of social security. Accordingly, all Federal employment-service 
activity should be conducted in the same unbiased Federal agency which should 
house all other social security activities. 


D. Unemployment compensation 


*In general.—The authority now exercised by the Federal Government over 
the system of Federal-State unemployment compensation should represent the 
maximum limits of Federal authority in this field. 

*Coverage.—The feasibility of extending unemployment compensation to 
employees of smaller employers has been demonstrated in several States. There- 
fore, the State unemployment-compensation laws should be extended to em- 
ployvers of one or more where the State law now covers the occupation or industry. 

*100-percent offset plan.—The percentage of State unemployment-compensa- 
tion contributions (including experience-rating credits) which an employer may 
offset against the Federal unemployment tax should be increased from 90 percent 
to 100 percent. Each State should then pay the administrative costs of its own 
unemployment-compensation system, as well as the costs of the State employ- 
ment service, by appropriation of the State legislature from the receipts of the 
State system. Appropriate existing standards of Federal law concerning the 
provisions of State laws and their administration should be continued as conditions 
for employers to receive Federal] tax credit. 

*Emergency loan fund.—The present temporary provisions authorizing emer- 
gency Federal loans to States for unemployment benefits should be continued. 
These provisions properly recognize that the excess of Federal unemployment- 
compensation revenue Over administrative costs should be available solely for 
unemployment-compensation purposes. 

*Benefit amounts.—The few States whose unemployment benefit amounts and 
duration are still comparatively low shouid review and revise their benefit sched- 
ules, insofar as the condition of the reserve funds permits. In order to retain a 
proper incentive for the beneficiary to accept suitable employment, however, 
benefit schedules alwavs should provide a proper differential between the indi- 
vidual’s benefits and his normal wages. 

*Proper nature of experience-.ating provisions.—Experience-rating provisions 
should be so drafted that-— 

(a) The individual employer is given a direct incentive to provide steady 
jobs; 
(6) Sound administration of the law is promoted; 
(c) Tax rates applicable to different employers closely reflect the amount 
of compensable unemployment attributable to their operations; and 
(d) Insofar as possible, any tax increases necessary to replenish the fund 
would not be concentrated in periods of widespread unemployment. 

*Liberalization of experience-rating provisions.—States whose unemployment 
compensation benefit amounts and durations are now adequate, and whose re- 
serve accounts are larger than is necessary to meet any likely demands upon them, 
should review their systems with the objective of reducing contributions through 
appropriate revisions of their experience-rating formulas. 

E. Cash sickness benefits 


Voluntary protection—Employers should be encouraged to make available 
protection for their employees against wage loss due to nonoccupational disa- 
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bility, under such distribution of costs as may be mutually satisfactory to the 
employer and employees. 

Condition for compulsory legislation—-No compulsory legislation should be 
enacted at the State or Federal level unless it should become clear that efforts to 
provide voluntary protection against wage loss due to nonoccupational disability 
have left substantial gaps in coverage. 

Role of State and local governments.—Should future events demonstrate that 
voluntary efforts have failed, and that the public interest requires a compulsory 
program, then such a program should be adopted through proper action in the 
States. No Federal legislation should be enacted in this field. 

Nature of compulsory legislation.—In the event legislation as indicated above is 
to be enacted, it should conform to sound insurance principles and practices (in- 
cluding the principle of experience rating), should be administratively practical, 
and should provide for private insurance (including self-insurance) as an instru- 
mentality for paying the benefits under the law. 


F. Health and medical care . 


Fostering good health—-The Chamber of Commerce of the United States is 
keenly interested in fostering the good health of the American people. Our past 
efforts in encouraging and supporting health activities will be vigorously continued; 
and we urge that other voluntary groups continue and expand activities holding 
reasonable promise of improving the Nation’s health. However, there is no 
evidence of a present crisis in the health field. Past efforts toward improving 
the Nation’s health, as reflected in mortality statistics and by other evidence, 
have been amazingly successful. There is every reason to expect continued 
improvement. 

Community health activities —Efforts to improve the Nation’s health desirably 
should center at the community level. Accordingly, we urge local businessmen 
and others concerned to take all feasible steps to support community health 
activities, including support for local health groups. Businessmen should also 
continue to participate actively in developing the arrangements needed to keep 
local activities on a sound and an increasingly effective basis. 

Alleviating local shortages—There are shortages of health personnel and of 
health facilities in some areas. We favor, and will support, all sound local steps 
designed to alleviate these shortages. 

Medical care for the indigent.—The provision of medical care for the indigent 
is basically a responsibility of the local community. Local and State legislation, 
designed to make adequate medical care available to the indigent, should be 
enacted where needed by local communities to supplement voluntary charities. 

Public health activities —Much of the health progress of recent decades is attrib- 
utable to the effectiveness of public health work. Important contributions have 
been made at all governmental levels—Federal, State, and local. Each level has 
a role to play in the public health field; there are tasks for which each is particu- 
larly fitted. Sound, well-thought-out legislation, designed to strengthen public 
health work at each level, should be supported. 

Voluntary prepayment insuranee.—The remarkable growth of voluntary, non- 
occupational prepayment insurance in recent years has been of great value in 
enabling individuals and groups to meet the cost of modern medical care. Such 
insurance, usually on a payroll-deduction basis, is now widely available both 
through the indemnity contracts of insurance companies and through the service 
contracts of nonprofit plans. These voluntary efforts should be encouraged 
In particular, emplovers are urged to establish prepayment group insurance plans 
to aid employees in better meeting their health needs, under such distribution of 
costs as may be mutually satisfactory to the employer and employees. Also, the 
Federal Government should remove present restrictions preventing Federal em 
ployees from obtaining prepayment insurance protection on a payroll-deduction 
basis, 

Avoidance of compulsory insurance.—Proposals for compulsory medical care 
insurance (“socialized medicine’) are opposed because the adoption of any such 
proposal would operate to reduce the present high standards of medical care in 
the United States to a uniform level of mediocrity. Such action would largely 
destroy the complex, cooperative interrelationships among the many existing 
voluntary and governmental bodies now active in the health field. 


G. Public assistance 


Temporary Federal participation.—The present system of Federal grants to 
States for public assistance should be recognized as a temporary expedient. The 
States should assume an increasing proportion of the costs of public assistance as 
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the beneficiary rolls of the Federal old-age and survivors’ insurance program 
expand. Eventually, the entire costs of such assistance as is needed to supple- 
ment old-age and survivors’ insurance should be borne by the States and their 
local subdivisions. 

Formula for Federal grants —The existing temporary formulas for Federal grants 
to the States for public assistance should be retained pending adoption of legisla- 
tion to effectuate the principles stated above. The adoption of any variable-grant 
formula is undesirable. 


The Cuarrman. Is there anything else you wish to add, Mr. Cliffe? 

Mr. Cuirre. Yes, sir. Mr. A. L. Hammerstrom, chairman of the 
public affairs committee of the Montana State Chamber of Commerce, 
has come to Washington to appear in opposition to this measure. 
Since the committee is pressed for time, he has asked me to present his 
statement ay this time, and requests that it be included in the printed 
record of these hearings. I so request. 

The CuHarrMan. It will be included. 

(The statement submitted by A. L. Hammerstrom, chairman of 
the public affairs committee of the Montana State Chamber of Com- 
merce, is as follows:) 


STATEMENT OF A. L. HAMMERSTROM, CHAIRMAN, PuBLIc AFFAIRS COMMITTEE, 
MontTANA STATE CHAMBER OF COMMERCE 


My name is A, L. Hammerstrom. I an chairman of the public affairs com- 
mittee of the Montana State Chamber of Commerce; and I am filing this state- 
ment on behalf of that organization. 

We have no need or desire in Montana to take part in a distribution of Federal 
money in the form of supplementary Federal unemployment compensation pay- 
ments. Should a need arise for higher unemployment benefit payments in Mon- 
tana, we are prepared to meet that need out of our own resources. We think 
other States should do they same. 

Our economy is based primarily on the production, extraction, and first proc- 
essing of raw materials. Accordingly, we have no problem of conversion un- 
employment. Our problem is to speed up the production of raw materials, such 
as copper, which are critically needed to maintain manufacturing production in 
other States. 

If our experience during World War II is any index, and we think it is a reliable 
one, we can look forward to a steady decline in unemployment and unemploy- 
ment compensation claims, for some time to come. The number of individuals 
who started benefit claims dropped during World War IT from 26,500 in 1941 to 
1,171 in 1944 and 909 in 1945. 

Our problem is not one of soliciting Federal money to increase the os of 
idle pay, but to find men who are willing and able to earry on the vital work of 
providing materials which are critically needed by the manufacturing areas of 
the country. 

Our unemployment compensation law provides for weekly benefits running up 
to $20. Our average weekly benefit payments have more than kept pace with 
increases in the cost of living. Benefits have increased 34 percent from 1946 to 
1951, while the consumer’s price index is up 23.9 percent in the same period. 

There has been no change in the scale of benefits in Montana during the past 
few years. The legislature has not thought it necessary or desirable. Plenty of 
work has been available for those who were able and willing to work. There has 
been no inclination to increase the ranks of the unwilling by raising the level of 
benefits. For this same reason, we would strongly oppose any effort to stretch 
this bill, if it were to pass, so as to make it applicable in our State. It would do 
far more harm than good. 

We are not opposed to this bill simply because we do not need it or want it in 
Montana. We also oppose it because it represents a wasteful expenditure to be 
added to an already oppressive burden of taxation. We think the unemployment 
problem must be solved in a constructive wav. It would be prohibitively expen- 
sive and dangerously foolish for the Federal Government to condone and perpet- 
uate whatever mishandling and inept planning is responsible for temporary 
displacements in a few of the great manufacturing centers of the country. Let 
tne Congress and the administration turn their attention to more efficient utiliza- 
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tion of facilities and more sensible and equitable distribution of materials. That 
is the only way to a constructive solution. 

We are in favor of State determination and State responsibility in unemploy- 
ment compensation. We know very well, in spite of the protestations of those 
who support this bill, that it would be an irretraceable step toward federalization of 
the State unemployment compensation laws. To paraphrase Abraham Lincoln, 
our State programs cannot long endure 100 percent State plus 50 percent Federal. 

Since arriving in Washington, Mr. Chairman, I have received telegrams from 
the Montana Taxpayers Association, the Associated Industries of Montana, the 
Montana Hardware and Implement Association, and the Montana Bankers 
Association, each asking me to file, in their behalf, an expression of opposition to 
the Moody bill. I request, therefore, that these telegrams which follow be 
included in the record of this hearing. 


A. L. HAMMERSTROM, 
United States Chamber of Commerce: 


We authorize you to enter our vigorous protest to Moody bill. Bill objectional 
because unquestionably it will lead to Federalization of State programs. Will 
encourage idleness by increasing benefits, and will unnecessarily increase federal 
expenditures. Montana fund ample to finance all needs here 

R. A. NEILL, 
Executive Secretary, Montana Taxpayers Association. 
A. L. HAMMERSTROM, 
Statler Hotel,.Washington, D. C.: 


The Moody-Dingell bill will only further the complete financial destruction of 
small businesses as well as another step toward complete socialism. Urge 
you to oppose same as our representative and director of associated industries. 

M. E. Evanson. 
A. L. HAMMERSTROM, 
Chamber of Commerce of the United States, Washington, D. C.: 

The Montana Bankers Association is opposed to provisions of 8. 2054; would 
greatly appreciate having you express our position at Senate Finance Committee 
hearings. 

R. C. WaLiace, 
Secretary-Treasurer. 
A. L. HAMMERSTROM, 
United States Chamber of Commerce, Washington, D. C. 

Request vou represent this association and its 400 members in any hearings 
held on 8. 2504 or H. R. 6174 which propose Federal supplement to benefits under 
unemploymept compensation plans. We oppose any such plan. The Defense 
Production Act anticipated the diversion of materials and manpower to defense 
production areas. Manpower will not move to labor markets where it can be 
absorbed if compensated at the proposed rate for unemployment. The Depart- 
ment of Labor has made several unsuccessful attempts to gain control of State 
UCC programs. If this legislation passes it will mean that administrative contro] 
passes to the Federal Government. We want no more usurpation of our State 
rights and privileges. Insist that our congressional representatives recognize 
their responsibility to Montana. 

N. O. BLEvINs, 
Executive Secretary, Montana Hardware and Implement Association. 


Mr. Cuirre. I have just received a telegram from Mr. Paul Car- 
rington, national councillor of the East Texas Chamber of Commerce, 
asking us to register their opposition to the Moody bill. 

Consequently, I request that the following telegram be entered in 
the record of the hearings: 

CHAMBER OF COMMERCE OF THE UNITED STATES: 
Regret president and secretary of Texas Association of Commerce unable to 


come to Washington to appear against Moody-Dingle bill. We are opposed to 
this measure as a dangerous piece of legislation and wish you would so register us. 


Pau. CARRINGTON, 
National Councilor, East Texas Chamber of Commerce. 
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Senator Kerr. [ think I am able to identify the bill now. It was 
the Kilgore Emergency Unemployment Compensation bill, introduced 
in 1945. 

Mr. Cuirre. At that time I had read it. I certainly am not familiar 
with it now, sir, after the passage of seven years. 

Senator Kerr. Mr. Chairman, I think it was a somewhat similar 
bill. ‘The objection has been made to this bill that it would federalize 
the unemployment compensation program. I would like to place in 
the record at this point some remarks of the Senator from Ohio with 
reference to the Kilgore bill which I believe is pertinent to the discus- 
sion on this bill. 

The CuarrmMan. You may do so, Senator. Did that bill become 
law? 

Senator Kerr. I don’t believe it did, but there was a debate in the 
Congress with reference to it. 

The CHarrman. It did not become law in that form. All right, you 
may put that in the record. 

(The excerpts referred to are as follows:) 

[79th Cong., Ist sess., September 20, 1945, p. 8827 

Mr. Tarr. * * * Qur position is that we are not going to interfere with the 
State system. We think it is a good system; but we believe that the Federal 
Government, by reason of the war activity and the cancellation of contracts, has 
brought about such a condition that it is not fair to burden State funds any 
further with this special emergency. Let those funds be kept for the kind of 


emergency which was contemplated when the unemployment-compensation 
system was established, and not a war emergency. 
* * * * * * * 

Mr. Reep. I should like to ask the Senator from Ohio if it is not a fact that 
in the event the Barkley amendment were adopted, and the bill on page 6 restored 
substantially as it was, we would then have a Federal unemployment compensatior 
policy and system operating in all the States, parallel with the State systems? 

Mr. Tarr. I would not say that, because what we are doing is making payments 
which depend in each State on the laws of the particular State. It is not a Federal 
unemployment compensation system. Certainly it is a supplemental Federal 
unemployment compensation payment. There is no doubt about that. I 
should not say that it would amount to a Federal system, because, as I say, it is 


dependent upon the laws of the States. In every State we follow the laws of the 
oe. * * 


The CHarrMANn. Mr. Miner. 


STATEMENT OF RALPH H. MINER, ASSISTANT SECRETARY OF 
THE GOODYEAR TIRE & RUBBER CO., OF AKRON, OHIO, REPRE- 
SENTING THE OHIO CHAMBER OF COMMERCE AND OTHER 
CHAMBERS OF COMMERCE 


The CHairMAN. Mr. Miner, you are representing the Ohio Chamber 
of Commerce and certain other chambers, are you? 

Mr. Miner. Yes, sir. 

The Cuarrman. Allright, Mr. Miner, you may proceed. 

Mr. Miner. I am Ralph H. Miner, assistant secretary of the 
Goodyear Tire & Rubber Co. of Akron, Ohio. I am a member of 
the advisory council of the Ohio Bureau of Unemployment Compensa- 
tion. Jama member of the board of directors of the Ohio Chamber of 
Commerce, vice president of the Ohio Manufacturers’ Association and 
serve on the social security committees of both of these organizations. 
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1 have been asked to have recorded the opposition to this bill of the 
State Chambers of Commerce of Alabama, Colorado, Florido, Idaho, 
Kansas, Maine, Missouri, New Jersey, Pennsylvania, South Carolina, 
Virginia, and West Virginia, and also that of the Mississippi Economic 
Council, and also the Empire State Association of Commerce, Albany, 
N. Y., and the New York Chamber of Commerce; also that of the 
Chambers of Commerce of East Texas, South Texas, and West Texas. 

I think some of these organizations have already submitted written 
statements to the chairman with respect to this bill. The communi- 
cations I have had from these various State chambers of commerce 
generally list objections to the bill along the following lines: 

They believe the effect of the bill would be inevitably to completely 
federalize the unemployment system of the States, and they all are 
very much opposed to that. They believe the bill is not needed: that 
the present system of unemployment compensation was designed and 
intended to take care of all kinds of unemployment, and that the un- 
employment here in question does not vary from that rule. 

They believe that the amount of benefits paid by the States are 
ample, and that the proper scale of benefits in the various States is 
best judged by the States themselves. They can adapt that scale of 
benefits to their local economy and their local conditions. 

They point out the fact that the Michigan Legislature is now in 
session; that Michigan has an ample unemployment compensation 
fund, and that if there is need to revise the scale of benefits in the State 
of Michigan the legislature can proceed without delay to do so. 

They also believe that the benefits provided by this bill are too close 
to the take-home pay of many workers and would leave very little, if 
any, incentive to workers who are receiving benefits to go back to 
work. The theory of that is that there should be a sufficient gap 
between the take-home pay and the benefits to make the worker want 
to find a job. They do not believe there is a sufficient gap in many 
cases to constitute that incentive. 

They think that this is an emergency treatment of a normal situa- 
tion, and they point out that emergencies never seem to end, that if 
this thing were adopted now we would have it with us for keeps. 

They believe that all unemployment, regardless of cause, should be 
treated the same. They point out that this bill provides extra money 
for all classes of unemployed, including numbers of chronic cases of 
unemployment, and for those who have an allergy, apparently, to 
work. 

On behalf of these employer groups I wish to register vigorous oppo- 
sition to S. 2504 or any other similar bills which may come before you 
providing for Federal supplementary funds to claimants for State un- 
employment compensation benefits. 

I would also point out here that all other State chambers and asso- 
ciations of manufacturers which we have contacted are of the same 
opinion regarding this legislation. There is perfect agreement that 
there is no need for such a Federal law; that, if adopted, this bill would 
destroy the present balance maintained between wages and benefits 
and would inevitably lead to the federalization of the present State 
systems. 

Our primary opposition to this legislation is because of the proposal 
to pay these unwarranted Federal supplemental unemployment benefits 
which would undermine the present basis of the Federal-State un- 
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employment compensation systems. We cannot believe that any 
serious thinking person would endorse a proposal to pay unemployed 
workers an amount equal, in many cases, to the net “take-home pay 
they receive while employed. It seems obvious that such a plan would 
destroy the incentive to work. 

In Ohio, a claimant with two dependents could receive a maximum 
of $52 per week under this plan. There would be many in Ohio as 
well as in every other State who would be willing to remain idle and 
receive benefits approximating their take-home pay. These benefits 
are not subject to deductions for Federal income tax, city or State 
income tax, old-age insurance, union dues, health and welfare insurance, 
or other expenses incidental to work such as transportation, lunches, 
and so forth. 

There is no logical basis for paying such Federal supplements a 
suggested in this bill. They were not considered necessary rsa 
normal periods of unemployment and there is no sound reason why 
workers who are unemployed because of the defense effort, should 
have higher benefits than those who become unemployed for other 
causes. 

Supplementing State unemployment compensation benefits by 
Federal funds equal) to 50 percent or more, would be a definite step 
toward federalization. All States have established minimum and 
maximum weekly benefit amounts through proper legislative pro- 
cedure after hearings by both labor and management. To arbitrarily 
increase these benefits in the manner proposed in the Moody bill 
(S. 2504) would interfere with normal legislative procedure by State 
legislatures and would destroy the balance which has been maintained 
between earnings and benefits. 

The right of each State legislature to establish adequate benefits 
to meet economic conditions in its particular State should not be 
destroyed by the Federal Government. 

With Federal benefits would come demands for greater and greater 
Federal control inevitably resulting in federalization of the State 
systems. We believe that uniform standards in benefit amounts, 
duration of benefits and contribution rates (necessarily a part of any 
Federal plan) would be unwise, unsound and impractical. 

Ohio has no unusual unemployment problem. The labor market 
is tight as is evidenced by articles in newspapers throughout the State, 
the classified sections of which are bursting with items for workers in 
all categories. We have had specific reports from city chambers of 
commerce—Columbus, Dayton, Lorain and St. Marys indicating this 
condition and voicing opposition to the measure. We have had in- 
formal but authorative reports from a host of cities throughout the 
States indicating that they have no unemployment crisis. 

In 1949 the Ohio Bureau of Unemployment Compensation paid 
approximately $80 million in benefits and a like amount in 1950. In 
contrast, only $28 million were paid out in 1951. The Ohio fund in 
trust for the payment of benefits is in excess of $570 million. 

Trust funds in all States set aside for the purpose of paying benefits 
are adequate to meet emergencies if and when they arrive. In 
Michigan, the State in which the so-called emergency situation 
arose, there is a trust fund balance in excess of $350 million. If an 
emergency should arise in Michigan, there still would be no need for 
Federal intervention at this time for two reasons. First, Michigan 
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has an adequate fund; and, second, the Michigan Legislature now in 
session is wholly familiar with the local situation. 

Other States have similarly adequate reserves to meet emergencies 
in unemployment. These balances have been built up over the years 
and are available for benefit payments only. 

Another convincing argument against S. 2504 comes from the 
director of the Bureau of E mployment Security in Washington. In 
the January issue of the Labor Market and Employment Security, 
issued by the Bureau of Employment Security, Mr. Robert C. Good- 
win, its director, states: 

Another record-breaking employment year is in prospect. Employment ex- 
pansion will be paced by mass hiring in heavy defense industry as many indus- 
tries with big defense production orders complete tooling and designing stages 
preparatory to volume production. These labor requirements, together with 
demands from civilian industries and agriculture, should bring employment in 
1952 to a midsummer peak of 63,000,000, highest in the Nation’s history. Shifts 
between industries and occupations will be greater than in the past year. Unem- 
ployment on a Nation-wide basis will continue at low levels and may even decline 
somewhat, but a number of local areas will experience troublesome unemployment 
problems. 

We have had reports from all sections of the country indicating a 

tight labor market except in very isolated instances. While it is true 

that Detroit and the immediate area surrounding it does have a 
temporary local problem due to Federal curtailment in the automobile 
industry, we have been informed that Federal agencies are cooperating 
with State officials in Michigan to correct this condition by allocation 
of Government defense orders. This condition is quite similar to that 
which existed in 1942 when ‘“‘war displacement benefits’’ were proposed 
in Federal legislation but found to be unnecessary. During the 
reconversion period of 1946, legislation again was introduced which 
brought the question up for debate in Congress. Again Federal 
intervention was found unnecessary and subsequent events proved the 
validity of that decision. 5S. 2504 is also unnecessary. 

[t is doubtful that the unemployment compensation program could 
have been sold to Congress or to the States, if it had been realized that 
within the relatively short period of 15 years after enactment of the 
Federal law, powerful forces would make three abortive attempts to 
usurp the authority of the States. 

We sincerely believe that the States will continue to meet all basic 
requirements of a sound unemployment compensation program. 
They should be permitted to do so without additional Federal inter- 
ference. 

Senator Kerr. Do you think those to whom that indictment would 
not apply should be treated the same as those to whom it does apply, 
that they should be listed in the same category? 

Mr. Miner. I don’t believe I understand your question. 

Senator Kerr. You are making a statement with reference to the 
attitude of the workers, you are ¢ lassifying them, or a number of them, 
in terms such as being allergic to work, or desirous of not working 
when they can get benefits. I just wondered if your statement 
should be regarded by the committee as applying only to a limited 
number of those who draw benefits or if it is a general indictment that 
you are making. 

Mr. Miner. That is not a general indictment. 
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Senator Kerr. Should our law be considered on the basis of what is 
generally equitable, or should it be determined solely on considera- 
tions of the fact that there may be some—and I now take it you tell 
me a limited number—who would take advantage of it? 

Mr. Miner. I think all laws of this kind have to be of a general 
nature, of necessity. 

Senator Kerr. What percent of those who draw this compensation 
do you figure would be included in the indic ‘tment that you mentioned? 

Mr. Miner. I have no idea. The only thing we know is in times of 
full employment there are always a substantial number of people 
drawing unemployment compensation. 

Senator Kerr. | take it you are objecting to one? ill on the basis of 
the fact that some would take advantage of it, or would be tempted to 
take advantage of it. 

Mr. Miner. They automatically would get the advantage of it 

Senator Kerr. And yet you say it is not a general indictment, and 
that the bill should be considered on its merits generally rather than 
on the fact that some might take advantage of it? 

Mr. Miner. I was enumerating some of the objections to the bill 
that have been related to me from these various organizations which I 
mentioned. 

The CHarRMAN. What you are primarily saying is that each State 
is in much better position to judge, based on its own experience, than 
the Federal Government here in Washington. Isn’t that what you 
say primarily? 

Mr. Mixer. Yes, primarily and very strongly. I would like to 
emphasize that as much as possible 

Senator JoHNsoNn. Isn’t that the reason, may I add, that you set 
this whole plan up on a State basis, so we would have some local 
supervision aad some local attitudes with respect to it? 

Mr. Miner. That is one of the reasons. 

Senator Jounson. There are a lot of folks that pick that stuff off 
the Christmas tree known as Uncle Sam’s tree, but when it gets down 

ya local level they cannot get away with it so well. Now it may be, 

as Senator Kerr has indicated and | agree with him, that only a 
limited number would, perhaps, take that advantage, but a limited 
number is too many. 

Mr. Miner. | agree. 

The CuarrmMan. All right, you may proceed with your statement 
Mr. Miner. The chief point here, the nub of the whole thing 
there is a very strong opposition to the proposition of federalizing 

a good State unemplovment insurance system. 

The other thing is the size of benefits. That is a matter of opinion. 
There are those whose opinion it is that the benefits should be roughly 
equivalent to what the person earns when he works. The underlying 

reument for unemployment insurance from the beginning was that 
you nave to pav them something less than what they earn if they 
work, or else you cannot keep them on the job, or you cannot keep 
lar ease rs of people on the job. So there has to be a gap in there. 
Just how much that is, as I said before, the States can better judge 
what percentage of pay they should put into the benefits. Now, for 
example, 15 years ago when the system started out it was determined 
that unemployment insurance benefits should be 50 percent of the 
wages. That meant for a man earning $30 a week, his benefits 
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would be $15 if he were unemployed. That person probably today 
is earning $60, his wages have doubled, but there is the Federal tax 
picture in here, the social-security taxes, withholding taxes, so that 
individual, if he is a single person, his take-home pay is $49.50 and 
not $60. His benefits in the State of Ohio would be $28. That is no: 
50 percent but is 57 percent of his take-home pay, so his ratio of 
benefits to what he takes home is improved. In other words, in 
period of time his wages have gone up 100 percent, his take-home pay 
65 percent, and his benefits have gone up 87 percent. 

Most of the States calculate their unemployment benefits on the 
basis of earnings in the high quarter. That is not true in Michigan 
So you get some distortions in the calculation of benefits in some o| 
the other States. I have figured out a couple of examples here for 
the State of Ohio. oe our benefit schedule, a person earning $)() 
a week is entitled to $27 in benefits. If he is a single person, afte 
the Federal deductions, his take-home pay is $41.75. Under this bil! 
he would be limited in one place to 65 percent of the $50, that is 
$32.50, and in another place he is entitled to 50 percent over the $27 
that is, $40. But the lower limitation holds, so that this man, if he is 
working, takes home $41.75, and if he is receiving benefits he gets 
$32.50, and the difference is $9.25. In other words, he makes $9.2 
more if he works than if he does not. 

Now = worker may be in an occupation where there is a season 
of the year where he works more. Instead of working 5 days a week 
he Seika. 6 days, so instead of getting $50 a week he gets $65 a week 
Under the Ohio formula the worker may have gone 6 months at $50 
a week end if he is laid off his benefit amount is $28, his take-hom: 
pay is still $41.75, and the amount he would get under this bill would 
be $37.75. In other words, he would only get $4.05 more if he worked 
than he would for that week if he did not work at all. If he had | 
weeks of 6 days a week in a quarter, the only difference between his 
benefits and what he would take home would be only $1.75. 

I cite those as reasons why our people feel that the benefits are too 
high here to preserve the incentive on the part of the workers to get out 
and find jobs rather than rely on unemployment insurance benefits. 

Senator Kerr. If there are opportunities under the bill for indi- 
vidual workers to thus take advantage of it, should that be considere«| 
as an objection to the entire bill or should that be considered as som: 
thing that should be corrected in the bill, and then the bill might have 
your approval? 

Mr. Miner. No; the bill would not have my approval, and I don’t 
know any way you can correct this bill to eliminate that situation 
Unless you put this 65 percent down to 50 or 55, that is the only wa) 
I know you could do it, and then you are back with the State system 
because many people in Ohio I think get around 60 percent of thei 
take-home pay in benefits. A lot of people think you can’t go above 
60 percent. 

Senator Kerr. Isn't the top in Michigan about $36 at this time? 

Mr. Miner. Michigan I believe pays $27 a week, and then if there 
are dependent children it pays more. 

Senator Kerr. If they have dependents they get $35? 

Mr. Miner. Yes; it is $8 more. 

Senator Kerr. Isn’t that the highest rate in the United States? 

Mr. Miner. I don’t know, Senator. 
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Senator Kerr. Do you know of any other as high? 

Mr. Miner. No. Ohio has $28 top, and $5 additional for de- 
pendents, which runs it up to $33. 

Senator Kerr. That is the only one you know of that is close to it? 

Mr. Miner. I haven’t been studying it closely enough to say. 

Senator Kerr. I am just trying to establish a fair basis, if I can. 
Are those two examples the highest that you know of? 

Mr. Miner. Right offhand, yes. 

Senator Kerr. Then a worker who has as much as $70 a week take- 
home pay at this time gets 50 percent compensation benefit in only one 
State, doesn’t he, and he would have to have four dependents to get it 
in that State? 

Mr. Miner. No. Here is a man in Ohio that I just stated— 

Senator Kerr. Let us take the fellow I just stated. 

Mr. Miner (continuing). Who has no children whatever, he can 
get as much as his take-home pay. 

Senator Kerr. Let us take the fellow I cited. If his present take- 
home pay is $70 and he has four dependents, there is only one State 
in the Union where he would get an amount as compensation equal to 
half of that take-home pay, isn’t there, under existing circumstances? 

Mr. Miner. Well, if you are referring to the $35 top in Michigan, 
that would be the correct answer. 

Senator Kerr. I am referring to Michigan for the reason that as 
far as I know it is the highest, and you tell me as far as you know, it is 
the highest. 

Mr. Miner. There are some others that have $30 or something like 
that but don’t have the dependents allowances. 

Senator Kerr. So that is the highest that either you or I know 
about? 

Mr. Miner. Yes, but in my opinion, of course, only one-third or 
less of the employees are entitled to benefit allowances. 

Senator Kerr. They would be getting less than the $35 benefit 
then, would not they? 

Mr. Miner. If they did not have dependents benefits they would 
get less than $35. 

Senator Kerr. If they did not have dependents they would get 
less than $35? 

Mr. Miner. That is right. 

Senator Kerr. So any worker who at this time has more than $70 
a week take-home pay would not get 50 percent compensation pay- 
ment under any State law in the Union, would he? 

Mr. Miner. That is true, and that has always been true. 

Senator Kerr. I understand it always has been, but it is true now, 
is it not? 

Mr. Miner. It ts true now and always has been. 

Senator Kerr. So the objection you are making here to the com- 
pensation benefit approaching the take-home pay certainly woald 
not apply in those cases, would it? 

Mr. Miner. It does not apply to the very well paid workers who 
vet up in the $70, $80, or $90 brackets, it does not apply there, that 
is true. 

Senator Kerr. What is the average weekly wage paid to workers 
in Michigan and Ohio? 

Mr. Miner. I don’t know. I haven’t got those figures; 
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Senator Kerr. Isn’t it above the figure I used? 

Mr. Miner. $70? 

Senator Kerr. Yes. 

Mr. Miner. No, no, I don’t think so. 

Senator Kerr. Industrial workers? 

Mr. Miner. No. 

Senator Kerr. Isn’t it pretty close to it, or above it? 

Mr. Miner. I don’t know. 1 will not answer that question be- 
cause | don’t know, Senator. 

Senator Kerr. Then you will not answer it ‘“No’’? 

Mr. Miner. That is right. 

Senator Kerr. You will not answer in the negative? 

Mr. Miner. Not with positiveness. 

Senator Kerr. That is all. 

The CHairman. Is there anything else, Mr. Miner, that you wish 
to put in? 

Mr. Miner. Well, 1 had a whole bale of telegrams from these 
various State chambers that 1 might have put in the record. If you 
would like to have their communications in the record | would be 
glad to supply them to you. 

The CuairMan. You may do so if you wish, but the committee 
has received numerous telegrams from chambers throughout th 
country and they are being noted in the record daily. 

Senator Kerr. | would like to ask one more question, Mr. Chair- 
man. 

The CuarrMan. Yes. 

Senator Kerr. Isn't it true that in 1951 the over-all averag 
compensation benefits in the United States averaged less than one 
third of the average weekly wage? 

Mr. Miner. | don’t know. 

Senator Kerr. You would not say that it was not? 

Mr. Miner. I would not say one way or the other, Senator. 

Senator Kerr. All right. 

(Mir. Miner submitted the following matter:) 


IpAHO Stare CHAMBER OF COMMERCE, 
AGRICULTURE AND INDUSTRY, 
Loise, Feb (ary I ?, 140 
nator WALTER F. GEORGE, 
Chair man, Finance Committee, 
The United States Senate, Washington, Dp. ¢ 
My Dear Senaror: The attached statement representing the views of 
organization with reference to S. 2 
ot your committee 
Yours very truly, 


504 is submitted for the earnest considerat 


IpAHO STATE CHAMBER OF COMMERCI 
By Earu W. Murpuy, Secretary. 


STATEMENT BY IDAHO STATE CHAMBER OF COMMERCE IN OPpposiTION TO 3S. 2/ 


The Idaho State Chamber of Commerce is a voluntary organization incorporat 
under the laws of Idaho in 1926 with a membership consisting of more than 40 
local chambers of commerce in the State, individuals, associations and corpora 
tions. It is governed by a board of 25 directors elected by the membership. It 
operates as a nonprofit organization qualifying under section LOL, Federal inco 
tax laws. 

The following statement is submitted by the Idaho State Chamber of Commerc 
to the Senate Finance Committee, together with supporting data based on 1 
records of the Employment Security Atency in Idaho: 
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Senate bill 2504 by Senator Moody, of Michigan, to provide supplementary 
unemployment compensation benefits through grants of Federal funds has been 
represented as being necessary because of unemplovment occurring as a result of 
the national defense program and the inadequacy of State unemployment compen- 
sation laws to deal with the situation. 

This is a blanket condemnation of all State unemployment compensation 
systems irrespective of any recent improvements that a State mav have made 
initslaw. ‘The implication is that States are either unwilling or unable to provide 
adequate benefits to meet their responsibilities, making it necessary for the 
Federal Government to step in and provide supplemental payments. 

The facts do not support the allegations as far as Idaho is coneerned. For 
example, as shown by table I in the appendix, the average weeklv benefit payment 
under the Tevho law in 1949 ranged from a low of $17.51 per week for the week 
ending July 2 to a high of $19.16 for the week ending January 29. as cont-asted 
with a low of $18.16 for the week ending August 4, 1951, and a hich of $23.07 for 
the week ending December 22, 1951. The increase is the result of an amendment 
to the [Idaho law which raised the maximum benefit amount from $20 a week t> 
$25 a week. 

It should also be noted that at the same time that the maximum weekly benefit 
amount was increased, duration was also lengthened from 20 weeks to 26 weeks 

While S. 2504 is represented as one to provide supplemental benefits to preve>t 
the imposition on such workers of an inequitable share of the burden of the 
defense program, it is not limited to that purpose. Section 4 (a 
agreements with the States provides: 

“Whenever the governor of anv State certifies, and the Seecretarv finds. that 
within his State, or within one or more labor market areas of his State, there exists 
substantial unemployment among workers covered by the unemployment com- 
pensation law of the State with no prospect of immediate reemnploy ‘nt in the 
labor market area, the Secretary shall on behalf of the United States enter into 


iT ¢ in an 
agreement with such State, or with the agenev administering the unemplovment 
compensation law of such State, under which the State i 


relating to 


agence 1) will make as 
agent of the United States. supplementary pavments of Gempensa’ ; all 
unemploved individuals in the State on the basis provided in subsecti h) of 
this section during the national emergenev, and (2) will otherwis 


Z e cooperi e with 
the Seeretary and other State ager 


cies in making payments of compensati inder 
this act.” 

Under this provision the governor of everv State would be ut 
issue the necessary certification to obtain Federal supplementat 
and irr spective of the cause of unemplovment. 

Idaho has verv little industry which could be classified 

lu tr however, the mines and the forests of Idaho do econtril 
stantial wav to the defense effort Chere is, no donbt 
Idaho, ‘particularly in construction trades, which could 
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By far, the greater part of unemplovment, however, is due to 

which reeur everv vear During the period of heavy snow or soft 
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no different during the current winter period than in’ am 
egree, since the severity of the winter weather dictates the ¢ xtent 
owns of industry 
(pplication of the pro. isions of the \Mioody bill to this situation woul j result 
emergeney treatment for a normal state of affairs. Yet, who can doubt that 
would be great pressure applied to the Governor of Idaho to anplv for 
relief under the terms of this act when the business of a community is at low ebb 
jue to the winter shut-down of an industry which is essential to the economy of 
the State 


j 
a 


The assumption that existing unemployment is whollv attributable to material 
cut-bac’s or plant conversion as a result of defense production is fallacious as 
revealed bv the statistics of claims loads in preceding vears. In Idaho a total of 
13,348 compensable claims were filed during the week ending February 25, 1959, 
the high point for that vear. The largest number filed for anv sinele week of 
1951 was for the week ending February 10 with a total of 5,999, the difference 
being attributable to weather conditions affecting seasonal industries more than 
anv other single factor. 

The high point in compensable claims thus far for the vear 1952 is 7,795 for 
the week ending Februarv 2, which is 41.6 percent'below the 1950 high which is 
the comparable period preceding initiation of the defense program. 
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The facts do not support the contention that supplementary benefits are need« 
because of unemployment resulting from conversion to defense productio: 
There likewise is no support for the contention that State benefits are inadequat: 
and unfair to workers. 

In Idaho, the maximum benefit amount provided under State law was increase 
from $20 to $25 by the 1951 session of the legislature. This is a 25 percent 
increase which raised the total potential amount that a benefit claimant might 
receive from $400 to $650, or a percentage increase of 62.5 percent. 

Since 1946 weekly wages increased from $39.88 to $53.13 in 1951, or an increas: 
of 33.2 percent. In considering the average weekly wage it should be borne i; 
mind that the average is for all workers in the State rather than the workers wh 
became benefit claimants; consequently, due to the large number of seasonal! 
workers who annually become benefit claimants the average weekly wage is sub- 
stantiaily below the State average. Therefore, the increase in benefit formula i 
more advantageous than the comparative figures quoted would indicate. 

Other objectionable features of the proposed bill are that once a Federal supp 
mentation is established there can be no return to the State formula since ar 
attempt to terminate such “emergency” supplementation would face tremendous 
opposition from participants. The provision limiting the aggregate amount paid 
to an individual to 67.5 percert of weekly wages in the case of individuals havi: 
no dependents and up to 75 percent of weekly wages in cases of individuals wit! 
dependents would be extremely difficult, if not impossible, of application. 

The act would be coercive upon the States to initiate dependency allowances 
through the provisions matching those allowances with an equal amount of 
Federal funds. We submit that this bill would be destructive of State unemploy 
ment compensation systems and would serve to retard the defense effort, rather 
than promote it as it would encourage workers to remain idle and claim benefits 
rather than seek suitable employment. 

It would adversely affect States like Idaho where industrial employment is 
relatively a smail part of our total employment, by luring workers to States wher 
supplementation would prove attractive. It is consequently, detrimental 
rather than constructive, legislation. 

We earnestly recommend that these factors be given serious consideration and 
that 8S. 2504 be not approved. 


TaBLE I.—Compensable weeks claimed and average weekly benefit amount in Idaho 
by week for 1949, 1950, and 1951 
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[aBnLE I.—-Compensable weeks claimed and average weekly benefit amount in Idaho 
by week for 1949, 1950, and 1951—Continued 
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1950—Continued 1951—Continued 
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TaBLeE II.—Status of the fund in relation to taxable payrolls, benefits, and 
contributions 
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Weekly benefit amounts under the Idaho law are determined on the basis ot 
high-quarter earnings in the base period as set out in a formula. The following 
tabulation shows the amount of wages necessary to qualify for the minimum, th: 
maximum, and two intermediate steps. It also shows the amount of the suppl 
ment to be provided under the Moody- Dingell bills and the total. 


Moody 
Dingell sup- 
plement 


W eekly bene 


High-quarter wages ; 
i quart . fit rate 


$150 to $200 

$308.01 to $345 
$475.01 to $520 
$624.01 or more 


During the current period 67 percent of claimants qualify for the maximum 
benefit amount. 
DURATION 


Duration of benefits governed by formula beginning with 10 weeks for claimant 
having minimum base period earnings necessary to qualify and graduated at 
week intervals to maximum of 26 weeks. 


DISQUALIFICATIONS AND ELIGIBILITY 


There are no disqualification provisions in the Idaho law as such. The princi- 
pal eligibility conditions are: 

In addition to the usual requirements for filing and reporting to continue : 
claim, an individual must be able to work, available for suitable work, and seeking 
work. Temporary illness or disability occurring after establishment of a valid 
claim does not disqualify until suitable work is available. 

Claimants who have voluntarily quit without good cause, were discharged f« 
misconduct in connection with their employment, or have failed to apply for o 
accept suitable work when offered are ineligible without time limit and may 
regain « ligibility only through having obtained bona fide work and received wag 
th refor for a period of not less than 30 days. 

Fe) ale claimants who leave work to marry, to perform the customary duties 
of a housewife, or to leave the locale to live with their husbands are ineligibl 
until they demonstrate a desire for and availability for work. 

Unemployment due to a stoppage of work existing because of a labor disput: 
is compensable only if it is shown that the individual is not participating, financin, 
aiding, abetting, or directly interested in the labor dispute and does not belo: 
to a grade or class of workers which, immediately before the commencement of t 
stoppage, there were members employed at the premises at which the stoppag« 
occurs, any of whom are participating in or directly interested in the dispute. 


The CHarrmMan. Mr. Hall is the next witness listed. 


STATEMENT OF WILLIS H. HALL, SECRETARY, DETROIT BOARD 
OF COMMERCE 


The CHatrmMan. Mr. Hall, will you identify yourself for the record, 
please? 

Mr. Haui. Mr. Chairman and gentlemen: My name is Willis H 
Hall; I am secretary of the Detroit Board of Commerce. I serve also 
in the capacity of a member of the labor-management committee 
for the Detroit industrial area. I serve as an industry member on 
the regional wage stabilization board at Detroit. 

My principal activity during the past 15 years has been in the 
industrial development of the Detroit area, and during the war I had 
the privilege of serving on the regional war manpower commission at 
Detroit, when we had all of the problems of manpower shortages and 
surpluses, and also on the regional war labor board at Detroit. 
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will be very brief, Mr. Chairman. I think since the State of 
Michigan, and particularly the Detroit area, has been mentioned so 
prominantly in the discussions relative to this bill that it might be of 
some help to the committee to very briefly review the history of em- 
ployment in the Detroit industrial area, starting in 1940, before Pear] 
Harbor. We had, at that time in March of 1940, 424,000 people in 
industrial employment in the Detroit area, and at that same time we 
had 143,000 workers unemployed in the relatively good year of 1940. 
Then came Pearl Harbor and the conversion to war, and vou will recall 
that in the spring of 1942 there was a tremendous cry from the State 
of Michigan that we would have 300,000 workers unemployed, and 
there was an appeal to the Congress to appropriate $300 million to 
take care of the conversion and unemployment in the Detroit and 
Michigan area. We went through that unemployment and conversion 
period and relied solely on Michigan unemployment funds to provide 
the necessary relief for that period. During the war we approached 
and reached a peak in industrial employment of 852,000 workers, but 
at the same time that we had that peak of 852,000 workers we still 
had 22,000 workers unemployed in the Detroit area. 

Then came the end of the war and reconversion back to peacetime 
production, and again you will recall that there was a great appeal to 
the Congress to provide Federal legislation for supplemental benefits 
to take care of the conversion unemployment. Unemployment 
reached a substantial amount in the State of Michigan, but we recon- 
verted back to peacetime production and the Michigan fund and the 
unemployment laws of the State of Michigan met the problem. | 
do not say they met it to the maximum that possibly everyone would 
have desired, but they did the job. 

Now we come down to pre-Korea. Fmployment in 1946 had 
dropped down to 490,000 from that peak of 852,000, and we gradually 
increased emplovment. In January of 1947 employment was 610,000. 
At that time, in January 1947, a perfectly normal or boom-time year 
in the minds of many, we had 73,000 workers unemployed in the 
Detroit area. In January of 1948 we had 645,000 people at work and 
18,000 unemploved. In January of 1949 we had 629,000 people work- 
ing and 62,000 unemployed. Then we come to January, 1950, when 
we had 630,000 at work and 88,000 unemployed, a pre-Korea normal 
peacetime year. 

The CHarrMan. That was January 1950? 

Mr. Hau. January 1950. Then came Korea, and there was an 
immediate purchasing bulge across the Nation, which hit the auto- 
mobile industry with a double impact, because the people across the 
Nation had memories of no automobile production in World War II 
and they were fearful of the possibility of no automobile production in 
1951 and 1952, so there was an enormous incre ase in employment. 
From 630,000 in January 1950 employment rose to 727,000 in Oc ‘tober 
of 1950. That was the peak, and that was an increase of about 90,000 
workers. 

Senator Kerr. In what period? 

Mr. Hau. In a period of 10 months. Still, at that peak, we had 
28,000 people unemployed in the month of October, 

| think it is important to understand that employment bulge to 
measure whether or not this entire impact of unemployment at 
Detroit and in Michigan today is the impact of defense production. 
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Actually, on January 1, 1952, we had 635,000 people at work, whic! 
compares with 630,000 in January of 1950. So we went up over th: 
hump and we are back down now to the normal pre-Korea employ. 
ment in the Detroit area, and we have, as of January 1952, 105,000 
unemployed. 

Now a portion of that 105,000 is normal unemployment. Another 
portion was due to automotive conversion, or model change-over 
which started in December and carried over into January, but we are 
back on the road of more employment in_ the automobile industry 
because of the completion of conversion. That is the reason you had 
some testimony this morning that the number of claims had been 
dropping. A part of the unemployment i is due to the post-Christmas 
shopping lay-off, which is normal at this time of the vear, which ranged 
around 15,000 people in the retail trade and services that are normal) 
unemployed at this time because of the season. 

Another phase of this hump that should be mentioned is the con- 
struction industry. In 1949 employment in the Detroit area in 
the construction industry was approximately 35,000 workers. It 
rose to 51,000 in the middle of 1951. In January it is down to 47,000, 
only slightly below the peak but materially above the pre-Korean 
peak. 

So if we look at this bill from the standpoint that it is a proposal 
to take care of the unemployed caused by the defense production we 
must, I think, give consideration to the fact that the employment 
peak of October 1950 was also employment caused by Korea, and as 
we return to normal we have only the normal unemployment in the 
Detroit area, as demonstrated by this continuous record from 1940 
down to the current time. 


True there are ups and downs in the volume of employment and 
unemployment, but that is a condition that is traditional with Detroit 
and Michigan. 

[ am not in any way, gentlemen, minimizing the hardship upon the 


workers in Detroit and Michigan. We are having difficulties, but 
it seems to me that the constructive approach to that problem is not 
to compensate people for not working, and it is not to attempt to hold 
them in pools of unemployment in areas of the country that have 
unemployment when there is great need for construction workers and 
for workers of all types in many parts of the country. If you under- 
stand the Detroit picture, this increase of 97,000 workers in the sum- 
mer of 1950 were not workers normally living at Detroit, they were 
from all over the United States. When the word goes out that the 
automobile business is rolling in Detroit the people in Detroit send 
word out to their friends, their relatives across the country, to come 
to Detroit, that “Here is a job waiting for you,” and they hop the 


nearest Greyhound bus or they get in their automobiles and head for 


Detroit, and when they are laid ‘off they leave equally rapidly. 

The people in the unemployment compensation department. in 
Michigan will tell you there is a sizable differential between the 
number of people filing claims and the number of people who are 
out of work from the decrease in employment, and we believe a large 
portion of that is due to the fact that they have left Detroit, they 
have found jobs in other parts of the country. 

Now getting to a constructive approach to the problem. It is 
certainly not in the best interest of the national economy and defense 
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production to attempt to’ maintain workers in a state of unemploy- 
ment when they are needed elsewhere, and we have developed and 
are in the process of developing a number of programs at Detroit to 
meet the situation, to put the people back to work. Among those is 
the increase in the amount of subcontracting from other subcontrac- 
tors around the country to Detroit; the establishment by the Defense 
Department of a task force which could come to Detroit to see what 
can be produced there, the items that can be placed into rapid and 
easy production, so we can fill the gap between the lay-offs in civilian 
production and the production of items for the defense program. We 
are asking the industries in Detroit to see for themselves what they 
can do to increase the volume of work coming into Detroit. Everyone 
is working cooperatively on that sort of constructive approach to the 
job. 

As you know, Senator Moody has been in the forefront of that fight 
with the Defense Department, to get their thinking reoriented back 
toward Detroit. 

We are still hopeful that the supply of copper and lead and steel 
will be in such quantities that the Defense Department will see fit to 
increase the allocation of these materials to the automobile industry 
for the second quarter of this year. We are fairly confident that the 
increase in supply of all these critical items in the third and fourth 
quarters will be in such quantity that we can approach more reason- 
able normal production in the automobile industry. 

I give you that picture of Detroit because I think it is important to 
your consideration of this bill. We believe that Michigan demon- 
strated its abilitv to handle this problem in 1942 and in 1946, and we 
believe that there are adequate resources in the State of Michigan to 
enable us to handle the problem today. 

We are opposed to the invasion of the Federal Government into 
the rights of the States to determine for themselves, at the local level, 
what best meets the needs of the people in the several States. We 
believe that was the intent of Congress when it enacted _ legislation 
and separated the powers of the Federal Government and the several 
States in handling unemployment compensation, and we believe that 
separability and freedom of the several States should be continued. 

That, sir, is a very brief statement of our position in opposition to 
this bill. Laudable as it may be in the minds of some of the Senators 
who sponsor it, we believe it is a step backward, it is not in the interest 
of the national defense production; it is not in the interest of the free- 
dom of the States; it is not in the interest of the people to do for 
themselves what they can do best for themselves. 

Thank you. I will be glad to answer any questions, if there are any. 

The Cuarrman. Are there any questions? 

Senator Jounson. I would like to ask one question. Do I under- 
stand from your testimony, Mr. Hall, that in your opinion the prob- 
lem at Detroit, the emergency that we speak of, is nonexisting and 
that really what we have there is a seasonal normal condition? 

Mr. Hat. It is not nonexisting, it is more or less a normal problem. 
As I mentioned, Senator, going ‘back as far as 1940, we had 143,000 
unemployed. We have normally somewhere between 50,000 and 
90,000 people unemployed. 

Senator Jounson. And now you have 105,000 unemployed? 
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Mr. Hay. We have 105,000 unemployed. That is a slight increase, 
but I have pictured that unemplovment against the enormous increase 
in employment in Detroit since Korea. So Korea has been a double- 
edged sword. We had an increase in employment of 97,000 people 
in 10 months in 1950, and it has now, because of the conversion 
problems, caused the unemployment of a number of people, but 
employment in Detroit.is back to where it was in January 1950. 

Senator Moopy. I am not a member of this committee, but | 
wonder if 1 might ask a couple of questions? 

The CHArRMAN. Yes; you may do so. 

Senator Moopy. You said that vigorous efforts were being made 
to increase the allocation of materials. 

Mr. Hauu. Yes. 

Senator Moopy. By the Defense Department. 

Mr. Hau. Yes. 

Senator Moopy. Or, rather, by the National Production Adminis- 
tration, to increase civilian ;roduction, in line with whatever can be 
produced without interfering with the military needs. 

Mr. Hauu. Yes. 

Senator Moopy. You know, of course, that I am thoroughly in 
accord with that. I am trying to bring it about. Also I agree with 
vou that the efforts that are now being made, through the task force 
and through industry, to put the full productive facility in the town 
back to work either in military work or on civilian work is the most 
important and most urgent phase of this program. I would like to 
ask you, however, whether vou anticipate that that will be sufficient 
in the next few months to absorb the sharp increase in lay-offs that 
have taken place in the last few months? 

Mr. Hau. I stated, Senator, that a portion of the sharp increases 
in unemployment that have taken place in the latter part of the 
vear were partially due to model change-overs, and we are now 
employing more people than we did 30 days ago. 

Senator Moopy. Are there not 107,000 people now out of work in 
Detroit? 

Mr. Hau. 105,000 in January. 

Senator Moopy. I think it is 107,000, according to some later 
figures than that. What proportion of those people were unem- 
ploved because of model change-overs? 

Mr. Haut. | ee it was something like 21,000. I will give you a 
quotation from the January 1952 Labor Market Survey: 


Hiring schedules point to sizable shifts in employment in the next 60 days. 


This is January 1952. 


The Detroit labor market letter says: 


Manufacturers anticipate recalling 21,000 workers, 18,000 of them to auto 
factory jobs following the recent shut-down for holidays, inventory and model 
changes. Another 2,000 workers may be absorbed in expanding machinery plants. 

That is the Detroit labor market letter of January 1952 

Senator Moopy. Are you saying, Mr. Hall, that you have informa- 
tion on which you can say that you can assure us that 21,000 of the 
105,000 or 108,000 that are out of work now will be called back in the 
next 30 days? 

Mr. Hatu. They are being called back now. 


This is the survey of 
the Detroit labor market. 
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Senator Moopy. Can you say definitely that the normal call-back 
to work is going to reduce unemployment in Detroit? 

Mr. Hauu. The normal ecall-back to work has already reduced 
unemployment. 

Senator Moopy. That is true, but also, of course, we are having 
lay-offs, and as you know, there is hanging over the community a 
further cut-back from the present 1,006,000 level to the 930,000 
ceiling in the second quarter, isn’t that true? 

Mr. Hauu. I am hopeful that the action in Detroit and Washington 
has been sufficient to convince the Defense Department that they 
should reexamine the allocations of materials for the second quarter. 

Senator Moopy. Do you have any assurance that the NPA is going 
to allow the production of the same number of cars that are now being 
produced? If you do, you are way ahead of me. 

Mr. Haxy. Senator, I think you are softenit ig them up quite a bit. 

Senator Moopy. Thank you very muc! I am trving to. 

Mr. Hauu. Actually, Senator, we at Detroit believe that it would 
have no impact on the defense program to allocate enough copper and 
aluminum for the automobile industry to produce 1,100,000 cars in 
the second quarter, and we believe if the administration handling the 
foreign cartel controls of copper would let the industries go into the 
foveign market and pure hase copper over and above their domestic al- 
location we could find ray supplies of copper and aluminum to 
produce e the 1,100,000 cars, and we believe the re is adequate steel for 
that volume of produce tion. Itisa que stion of ge ‘tting coordination 
between civilian and defense production in Washington to let Detroit 
do its normal job. 

Senator Moopy. As you know, I have advocated an increase in that 
limit. 

Mr. Hau. Yes. 

Senator Moopy. I think neither vou nor I have a full picture of the 
problems of Mr. Fleischmann in that situation. I tried to understand 
them and I assume you did, too. I have been pressing to do what 
you suggest. But what I am suggesting to you is that whatever 
might like to do in Detroit, the fact remains that we have there more 
than 100,000 people in one sens inked out of-work. That is more 
people than are working in four or five of the States in the Union, and 
| am surprised to hear you say that 90,000 people out of work in 
Detroit was a normal condition. 

Mr. Hauu. Senator, let us look at the record. In January 1950 
unemployment in the Detroit area was 88,000 people. 

The CHarrmMan. That was January 1950? 

Mr. Hani. January 1950 there were 88,000 unemployed. In July 
ot 1949 there were 96,000 people unemployed, and July of 1949 was 

1 boom year. In April 1949 there were 92,000 people unemployed. 
alae back to January 1947 there were 73,000 people une mployed. 
These are from the records of the Michigan Employment Security 
Commission. 

Senator Moony. If that is true, if the case you are making is true, 
if the 21,000 people are now going back to work after model changes, 
what you are saying is that the town was better off without the copper 
than it was with the copper. 

Mr. Hay. 1 am not saying that. 


we 
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Senator Moopy. Why should the automobile people, why should 
Mr. Wilson and the others come down here and say they must have 
the copper when you say the unemployment situation is not so serious 
now, that it is normal? 

Mr. Hatu. Don’t put words in my mouth, Senator. Let us go back 
to pre-Korea. In January 1950 we had 630,000 people employed and 
at the same time we had 88,000 unemployed. With the impact of 
Korea employment increased to 727,000. That was when the buying 
boom took place in the automobile industry, in refrigerators, stoves. 
and everything else in the country and we added an enormous amount 
of employment. That employment was drawn largely from the 48 
States of the country. They were not all Detroit residents who were 
employed. They were laid off and many of them migrated back to 
their homes with a considerable amount of money that they had saved 
up from the high wages that they received in Detroit. 

I say this problem is not serious enough to call for the intervention 
of the Federal Government into the system of State employment com- 
pensation throughout the 48 States, and we demonstrated in 1942, 
with a much larger volume of unemployment, that the Michigan unem- 
ployment compensation was adequate to do the job. We demon- 
strated again in 1945 and 1946 that the Michigan unemployment com- 
pensation fund was adequate to do the job, and I am saying again that 
the Michigan unemployment compensation fund was designed for this 
purpose, and we have something in excess of $350 million in the fund 
to meet the demand of the people of the State of Michigan. It is 
much better, Senator, to use the surplus funds of the several States, 
which now total something over $8 billion, than to call for a drain of 
the Federal Treasury that is one-quarter of a trillion dollars in debt. 

Senator Moopy. Do you think the Michigan legislature is going 
to spend this money to help in this situation? 

Mr. Hatu. We have a Democratic Governor in the State of Michi 
gan and I presume he will recommend to the legislature what he secs 
fit. I assume the members of the legislature are as human and as 
aware of the problem as the people of the rest of the United States 
They are closer to it than the people in Washington, and I say it 
an appropriate thing to leave it to the people of the State of Mic higan 
to the Legislature of the State of Mic ‘thigan, which is now in session, 
to meet the problem that exists out there as they best believe it can 
be met. 

Senator Moopy. You did not answer my question. 

Mr. Hatt. Yes, I did. 

Senator Moopy. No, you did not answer it. 

Mr. Haut. Maybe not as you wanted it answered. 

Senator Moopy. No; you did not answer it. I asked you whethe 
you felt the Michigan Legislature is or is not coming up to the r 
sponsibility. Do you believe the Mic higan Le gislature is or is not 
coming up to the responsibility’ ? 

Mr. Hau. That depends, Senator, on what you believe is the r 
sponsibility of the Michigan Legislature. 

Senator Moopy. I asked you “what you thought about it. 

Mr. Hau. I think the Michigan Legislature i is doing a very good 
job of meeting the needs of the people of the State of Mic higan. 

Senator Moopy. Do you think the legislature ought to increase tli 
present standards? 
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Mr. Haut. I do not. 

Senator Moopy. You feel the present standards in the State of 
Michigan are adequate? 

Mr. Hatt. I eee the present standards of the State of Michigan 
are the highest of any of the 48 States in the Union and I believe they 
are adequate for what unemployment compensation was designed for. 

Senator Moopy. So when you come here to tel] Congress that the 
States ought to meet this problem you are not saying that the States 
should do anything about the problem, you are merely saying that 
the Congress should not, and now you are saying that the States 
should not, is that right? 

Mr. Hauy. No, I said if the Legislature of the State of Michigan 
feels there is a need to do something about it, it is fully competent 
and qualified to do it, and it is more competent and qualified to do 
it than the Congress of the United States which is several hundred 
miles away from Michigan. 

Senator Moopy. I think the Congress of the United States may 
prove to be more in touch with the situation than the Legislature of 
the State of Michigan. That does not go for the Governor of the 
State of Michigan. You said the Governor of Michigan was a Dem- 
ocratie Governor, and that is true. The Governor of Michigan has 
asked that the legislature act on this thing. When I asked that this 


bill be introduced it was because the tenor of the legislature is exactly 


the tenor that you have just expressed, namely, that the present 
system in the State is adequate. Now, some of us down here, the 15 
Senators who introduced this bill, don’t think it is adequate in Michi- 
gan and we don’t think it is adequate in other places, in view of the 


iact that it was the Federal Government, as a matter of necessity, 
has said, “You can’t use this metal because we need it for the military.” 

Mr. Hai. Now, Senator 

Senator Moopy. Just a minute, please, Mr. Hall. | just wanted 
to find out for the record whether you thought the present system is 
adequate. You are saying that the system could take care of it and 
| want to find out for the record whether you thought that the State 
ought to do anything about it, and if I understand you correctly, 
you think the State standard is adequate now, and therefore the legis- 
lature is not called upon to do anything about it. Is that correct? 

Mr. Hauu. That is correct. I have no desire to enter into a political 
debate for your campaign, if that is what you want. I don’t think 
this is the proper forum. I would be glad to debate it outside of 
Congress at any time you want. 

Senator Moopy. I would be delighted, Mr. Hall. and | am not 
making a political debate. But I think the statement has been made 
here to the National Congress that this is a matter that should be 
handled by the State. There is nothing political about this state- 
ment. Then you said in answer to a question of mine that vou felt 
that the State standards are adequate, and I want it on the record. 
There is nothing political about. it. 

Mr. Hauu. Senator, I will say again I believe in the Constitution 
of the United States which said that all the powers of the people 
should remain in the States unless delegated to the Congress, and I 
believe the Congress has determined adequately and fairly that this 
is a matter for the several States, and I would be a very strong 
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opponent to the invasion of the Federal Government into States 
rights. 

The CuatrmMan. Thank you very much, Mr. Hall. 

Mr. Hau. | appreciate the opportunity, Senator, of giving you 
the picture of Detroit as we see it. 

The Caarrman. As chairman of the committee, I thank you for the 
picture you have given us. 

Senator Moopy. Mr. Chairman, I would like to thank you for the 
opportunity of questioning Mr. Hall. 

Mr. Hauu. Thank you, gentlemen. 

The CuarrMan. The committee will recess until 2:30. 

(Whereupon, at 12:40 p. m., a recess was taken to 2:30 p. 
the same day.) 

AFTERNOON SESSION 


The CuarrmMan. The committee will come to order, please. The 
next witness is Mr. Melvin J. King. Mr. King, I am sorry there are 
no other members of the committee here. 


STATEMENT OF MELVIN J. KING, MADISON, WIS., MANAGER OF 
THE EMPLOYER-EMPLOYEE RELATIONS DEPARTMENT OF THE 
WISCONSIN STATE CHAMBER OF COMMERCE 


Mr. Kine. We will get in on the record anyhow. Mr. Chairman 
In addition to my oral testimony I would like to submit the attached 
data and records. 

The CHarrmMan. You may do so. 

Mr. King. My name is Melvin J. King, Madison, Wis. I am an 
attorney and manager of the employer-employee relations department 
of the \yisconsin State Chamber of Commerce, appearing in behalf of 
the Wisonsin State Chamber of Commerce. It has been interesting 
to note, Mr. Chairman, that in the past few weeks, since the introduc- 
tion of the Moody bill, that we have received a number of unsolicited 
letters from our members opposing 8. 2504. A number of our mem- 
bers have asked that we come down here and make this appearance 
before this committee, and point out why we in Wisconsin feel that 
this bill should not be passed. 

| would like to confine my statements to the effects of this bill upon 
Wisconsin, its businessmen, and its employees. First of all, let mi 
state that the consciousness of the problem of caring for the unem- 
ployed workers was solved in Wisconsin long before the Federal 
Government passed any legislation on the subject. It was back in 
1932 that Wisconsin became the first state to pass any legislation 
providing benefits for unemployed workers. And, Mr. Chairman, 
we did not ask for Federal aid then—and we do not ask for it now 
This bill questions the ability of the State legislators to solve unem- 
ployment problems for themselves—problems which we in Wisconsin 
have been able to solve for the past 20 years. 

In Wisconsin we have a statutory advisory committee whose dut) 
it is to “submit its recommendations with respect to amend- 
ments * * * to each regular session of the legislature.’’ This 
committee is composed of four labor representatives of the AFL and 
the CLO, and four represenatives of industry. At each legislative 
session in Wisconsin, this committee submits an ‘“‘agreed’’ bill recom- 
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mending changes in our unemployment compensation law. We feel 
that this cooperative effort of labor and management—in safeguarding 
our State system—has worked admirably, and we feel that S. 2504, 
if passed, will be another step toward eventually destroying this 
harmony of which we are justly proud. 

The Moody-Dingell bill in its preamble states that there are 
large numbers of persons in certain areas unemploved due to the 


national production resources for defense and dislocations in t} 
the national e nergency. 


However, in providing Federal supplemental benefits, the bill does 
not limit itself to this interpretation. In Wisconsin we have certain 
seasonal canning operations, such as peas and corn. The workers who 
are employed in these operations know that this is short-term employ- 
ment. When the canning season is completed, we do have depressed 
areas with no prospect of immediate reemployment. It is just what 
eve rvbody expects It is de ‘pressed at least until these workers move 
out of these areas into other employment. It would take only one 
such incident in Wisconsin to fit the qualifications of this bill. There- 
fore, it is obvious to us that the preamble of this bill is nothine more 
than a sanctimonious attempt to hide its true intent—federalization 
of the State unemployment compensation systems 

This bill speaks of the present pressing unemployment problem, 
and vet the Wisconsin employment picture is exceeding? healthy, 
as is well confirmed by the charts which are attached to this testimony. 
These charts will Panera show that Wisconsin is not in desperate 
straits—and not in need of any Federal aid. We do not anticipate 
such need, and should ey emergency, or our shift into high-geared 
defense production, bring about a sh: arp incidence of unemployment, 
we feel eminently qualified to care for ourselves. In 1949, in the 
State of Wisconsin due to the slight recession and the steel strike, we 
had an unemployment picture in Wisconsin where we had approxi- 
mately 50,000 unemployed workers. For Wisconsin, that is high. 
But, as we can testify today, we are still surviving. However, today 
our unemployment picture is 2'; times less that figure. The pro- 
ponents of this bill seek passage on the grounds that “Congress finds 
large numbers of unemployed.” Not in Wisconsin, gentlemen 

Qur unemployment compensation law provides a maximum benef 
of $30 per week for a maximum duration of 26'; weeks. A complete 
schedule of benefits is attached to my written statement for your — 
formation. The advisory committee, which I have already mentioned, 
has consistently increased the benefits in Wisconsin to keep pace with 
the rising cost of living. The most recent increase raised ~ benefit 
levels at approximately 50 percent of the average weekly wag And 
we have done so deliberately. We intended to do it, and we ke not 
intend to raise it any higher than that. Because in these davs of 
payroll deductions for Federal income taxes, Fede ral old-age and sur- 
Vivors insurance, union dues, medical and hospital insurance, costs of 
transportation and other incidentals to the worker, a greater benefit 
percentage than this 50 percent would discourage a worker from re- 
turning to work, or, if not that, at least certainly from actively seeking 
other employment. We are, therefore, opposed to the Moody-D'ngell 
bill because in Wisconsin it would destroy the incentive to work by 
giving the unemployed worker almost as much money for not working 
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as he would receive for working after all deductions had been taken 
from his pay check. 

At the close of the last calendar year, Wisconsin employers had a 
reserve fund of $237,405,770. We are sure that this amount is mor 
than adequate to guard against any future lay-offs that might result 
from defense production conversion. ‘The Wisconsin law further 
provides for graduated increased taxes in the event that any employer's 
individual reserve account falls below 10 percent of his payroll. 
Wisconsin employers, therefore, believe that financial stability has been 
adequately demonstrated and that there is no necessity for further 
supplementation by the Federal Government. 

As you will note from the attached data, the average weekly benefit 
check for 1951 in Wisconsin was $21.74. The average weekly pay 
check for 1951 was $68.80. This latter figure ranged from a low in 
July of $66.26 to a high in December of $72.67. The maximum bene- 
fit of $30 is paid to those whose earnings were $58 per week or more. 
As to Wisconsin it becomes rather obvious then that this bill errs 
when it states that ‘a large amount of such unemployment is among 
workers whose skills are essential.” It is the skilled workers who are 
receiving the high wages. If there were large numbers of skilled work- 
ers unemployed, the average benefit check for 1951 would certainly 
be higher than $21.74. In 1951 only 37 percent drew maximum bene- 
fits. It becomes evident then, that the majority of those receiving 
benefits are the unskilled or those drawing partial benefits. 

The businessmen of Wisconsin protest this bill because they believe 
it would be politically impractical for our Governor to fail to put Wis- 
consin in line for this Federal dole. Pressures from labor would 
very quickly force every State to submit to this new and unnecessary 
subsidy, because the first slight de »pression, just as this canning se rasonal 
operation that we have in Wisconsin, in any one area in Wisconsin, 
would be sufficient to raise the cry from labor for the Governor's 
certification. There is no question about it. I would like to point 
out that we are justly proud of the Wisconsin unemployment compen- 
sation law. Many features of our law have been used as a model by 
other States. It is well policed, with a minimum of fraudulent claims. 
The Moody-Dingell bill, with its additional benefits, would foster 
malingering and encourage attempts at fraud. 

We urge defeat of this bill. We believe it is another attempt to 
insult our integrity—to beggar our honest intent to settle our own 
problems which we have proved so conclusively we have been able to 
do without Federal intervention. We cannot stress too strongly th: 4 
we do not want, we do not need, and we do not ask for Federal aid 
We maintain that the moneys of the budget of the Department of 
Defense should be used strictly to build our military strength, and 
not used to further another socialistic scheme. There has been no 
demonstrated need, as far as Wisconsin is concerned, for further 
Federal aid in unemployment benefits. We can only believe that this 
is another of the numerous attempts to federalize the State unemploy- 
ment compensation systems. 

In conclusion, while I have represented Wisconsin business organiza- 
tions, I am certain that these remarks might very well represent the 
views of business organizations throughout the country, who are 
cognizant that this bill is wholly unnecessary. We ask that you treat 
it accordingly. 
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The CHarrman. | thank you very much. Not only is your State 
a pioneer in this field, as you point out, but representatives from your 
State who are familiar with your earlier efforts made perhaps the 
largest contribution to this committee when we were undertaking to 
set up the unemployment compensation system. Thank you very 
much. 

(The documents referred to follow:) 


Schedule of benefits 


Weekly Sas ae Weekly 
benefit ,ine —— ee benefit 
rate re 


Average weekly 
wage class 


Under $12.00 None 3 $34 O1 to $40.00 
| $12.00 to $14.50 $9) 1 $40.01 to $42.00 

$14.51 to $17.00 10 15 $42.01 to $44.90 
| $17.01 to $19.50 ll $44.01 to $4 

$19.51 to $22.00 12 7 $46.01 to $48.00 
| $22.01 to $24.50 | $48.01 to $50.00 

$24.51 to $27.00 \4 ‘ $50.01 to $42.00 

$27.01 to $29.50 15 ‘ 

$29.51 to $32.00 16 $54.01 to $56.0 

$32.01 to $34.00 17 $56.01 to $58.0 

$34.01 to $36.00 1s $58.01 

$36.01 to $38.00 19 


RO t = 4 (x) 
$52.01 $54.0 


Under new determinations based on some work after Aug. 25, 1951 
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Number of claims and average amounts paid to claimants, 1949-51—Continued Numbe 


Total 
unem- 
ploy- 
ment 
com- 
pensa- 
tion 
claims 


filed 


Unemployment compensation 
Average check 
Year-end reserve 


Average 
unem- 
ploy- 
ment 
com- 
pensa- 
tion 
check, all 
types of 
unem 
ploy- 
ment 


Total 
unem- 
ploy- 
Cost of men 


living ee 


penusa 
tion 
claims 


filed 


1950—C ontinued 
July 8 

July 

July 2 

July 2 

Aug 

Aug 

Aug 

Aug 


ZZLZLS 


I 
I 
| 
I 
I 


Averagt 
unem 
ploy- 
ment 
com 


pensa 


check, all 
types ol 
unen 
ploy 


ment 


Exclude 


Unemploy! 


} 


Average ch 
Year-end r 


The 


STATE: 


Mr. 
the Ro 
Illinois 
securit: 
behalf 
S. 2504 
able to 
this sts 

In tl 

The 
ord? 

Mr. 

The 

(The 





UNEMPLOYMENT COMPENSATION 169 


Number of claims and average amounts paid to claimants, 1949-51—Continued 


Aver- 
age 
7 unem- 
Total ~§ 
oy- 
unem- I ) 
ploy- ment 
\ver- : com- 
: ’ : ment 
Cost of age jem pensa- 
: Olli 
living | weekly | |‘ on 


t 
nsa , 
wage ” mn check, 


claims 
filed 


all 
types of 


ploy- 


mer 
rie 


Excludes cannin 


employment ¢ 
rage check 


end reserve 


The CHarrMan. Mr. Wagner. 


STATEMENT OF CARL W. WAGNER, AUDITOR OF THE ROCKWELL- 
BARNES CO., CHICAGO, ILL. 


Mr. Waaner. My name is Carl W. Wagner. I am the auditor for 
the Rockwell-Barnes Co., Chicago, Ill. Our firm is a member of the 
Illinois State Chamber of Commerce, and I am a member of the social 
security committee of that organization. I am here to speak on their 
behalf teday. The objections which we have against the Moody bill, 
S. 2504, have been summarized in a prepared statement made*avail- 
able to the members of your committee. I would like to comment on 
this statement very briefly. 

In that statement we. have indicated our objections. 

The CHairMAN. You wish to put your whole statement in the rec- 
ord? 

Mr. WaaGner. Yes, sir. 

The Cuarrman. That will be done. 

(The statement referred to follows: ) 
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STATEMENT OF CarRL WAGNER, AupITOR, RocKWELL-BaRNgEs Co., Cuicaao, ILL., 
oN BEHALF OF THE ILLINOIS STATE CHAMBER OF COMMERCE 


My name is Carl Wagner. I am auditor for the Rockwell-Barnes Co. of Chi 
cago, Ill. This firm, employing 150 people, operates in Illinois and Missouri. It 
is engaged in the manufacture of paper, stationery products, and office equipment 
My company is a member of the Illinois State Chamber of Commerce and I am a 
member of its social security committee. 

The Illinois State Chamber is a State-wide civic association with a membershi) 
of some 11,000 business and professional people from 296 communities. All type 
of business, ranging from small retail and service organizations to large manufac 
turers constitute its membership and its 69-man board of directors is representa 
tive of this membership. The social security committee is comprised of 71 busi 
ness and professional men from all parts of Illinois. This committee develops 
policies in this field which must then be approved by the board of directors. 

For many vears the committee has considered the principles involved in 8S. 2504 
and you are assured that the opinions I express are supported by the Illinois State 
Chamber’s social security committee as well as its board of directors. They re 
flect the viewpoints of the very great majority of Illinois businessmen. 

It is our belief that this bill should not be approved for the following reasons: 

1. Its declared purpose is mere subterfuge. 

2. It vidlates the principle of State administration and control. 

3. It is discriminatory as to existing State laws and would compel subordinatio: 
of State principles to Federal dictation. 

t. It will impose an additional and unwarranted burden on the taxpayers. 

5. It would retard rather than promote the defense effort. 


DECLARED PURPOSE IS A SUBTERFUGE 


This bill has been so drafted as to make it appear designed to meet an unemplo) 
ment problem arising out of mobilization for defense. In our judgment, it is not 
what it purports to be but rather is just one more of a series of efforts to federaliz: 
the unemployment compensation program. 

The sponsors point to abnormal unemployment in a few areas but must conced 
that general levels of employment are so high as to create or threaten serious 
manpower shortages. It would seem logical that the measure, if designed t: 
meet the problems in the areas of unemployment, would provide some means for 
lessening the impact of such unemployment on the funds of the States affected 
However, the bill does not do this in any measure. On the contrary, it is designed 
merely to increase benefits to levels far above those established by competent 
State legislatures and in practical operation, would provide such increased benefits 
for all workers qualifying for State unemployment benefits, regardless of locatio 
or cause of unemployment. 

Let us look at the “findings and declaration of policy” as set forth in the bil 
There, it is boldly stated that “the present benefits provided under State unen 
ployment compensation laws are both inadequate and unfair to workers suffering 
such unemployment.”’ 

It is inconceivable to us that the Senate Finance Committee, or the Senate, 01 
the House of Representatives would make any such finding. The levels 
benefits now provided by the various State legislatures have been established afte: 
experience gained through actual administration of these laws over a period of 1° 
years. At every session of the Illinois Legislature, and I presume of every other 
State, the adequacy of those benefits has been considered and extensive hearing 
have been held by legislative committees. For the Congress of the United States 
now formally to declare that the results of all such State legislative deliberatio: 
has ben to establish benefits which are uniformly inadequate and unfair would 
not only be an unwarranted interference with State legislative processes but als: 
would be an insult to the judgment or integrity of the State legislators. 

We recognize that this statement of the drafters of this bill does not necessaril\ 
go to the merits of their proposal. We submit, however, that it is a clear and 
unmistakable showing of their true purpose—that is to shift from the States to 
the Federal Government, the right to determine the proper level of benefits. 

Now let us turn briefly to another part of the responsiveness of this bill to its 
declared purpose. It is said that this bill is necessary because or abnormal 
unemployment in certain areas. But the solution offered is merely to increase 
the amount of benefits and pay such increased amounts from a presumably 
inexhaustible treasury. We fail to see any justification for establishing different 
amounts of benefits on the basis of different causes of unemployment. As a 
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matter of fact, we do not believe the sponsors of the bill believe in any such princi- 
ple, nor do we think the bill would operate to accomplish that end. On the 
contrary, it is our belief that the governor of a State would be compelled by the 
practical self-interest of his State, in order to get its fair share of the Federal funds, 
to find at least one labor market area of substantial unemployment. Federal 
supplements would then be payable to unemploved persons qualifying for S ate 
benefits in every part of the State. Thus the bill will not, in fact, have any rela- 
tion to defense mobilization. 


IT VIOLATES THB PRINCIPLE OF STATE ADMINISTRATION AND CONTROL 


When Congress passed the Social Security Act and the Federal Unemployment 
Compensation Act, it recognized that the States were in the best position to 
determine their own requirements with respect to unemployment compensation 
and, with minimum restrictions, left administration of this insurance program to 
the respective States. This principle of State determination has been unsuccess- 
fully attacked during the years the State laws have been in effect and here again, 
in 8. 2504, the principle originally set down by Congress is viclated 

Once the Federal Government, as provided in this bill, begins to grant money 
to the States, it must demand a zreater voice in State legislation and administra- 
tion of unemployment compensation. This bill offers a lucrative inducement for 
the States to obtain Federal moneys. As a matter of fact, most States will be 
pressured to request this Federal supplementation so as to obtain at least a partial 
return of the tax moneys its citizens have provided to the Federal Government. 
As each State receives these funds, Federal control will be increased. 

The sponsors of this legislation would deny that any ef its provisions would 
bring about Federal contre] er set up new Federal standards. I would like to 
point out the following provision on page 7, lines 13 through 17 

“No agreement under this Act for payment of compensation by a State avency 
shall be valid if compensation pavable to any individual under the law of such 
State is less than it would have been under such law as it existed on January 1, 
1952.”’ 

Here is real contrel—of course necessary to this type of bill—to prevent 
from substituting Federal funds through reduction of their own benefit 
But here is the cue that necessity will require a series of Federal standards 
controls to regulate the flow of funds to the States. 

To demonstrate further, the Illinois act needs an overhauling in the computation 
of the weekly benefit to more nearly arrive at a percent of the individual’s avera e 
earnings, a provision in effect in a number of other States. The Mlinci 
Chamber has so recommended that our law be amended. Under the p 
quoted above, however, this bill weuld prevent the Illinois General A ‘ 
from thus amending cur law because, in arriving at a sounder benefit computation 
a few individuals would receive a benefit amount less than under the law in effect 
on January 1, 1952. 


If IS DISCRIMINATORY AS TO EXISTING STATE LAWS AND WOULD COMPEL SUBORDI- 
NATION OF STATE PRINCIPLES TO FEDERAL DICTATION 


Under provisions cf 8, 2504, an individual in the State of Michiean 
receive a weekly Federal supplement of $22 if he qualified for the max 
of $27 and $8 dependency benefits and his combined benefit of $57 was no 
than 75 percent of his average weekly wage. However, this same individual in 
Illinois would receive a weekly supplement of $14. He would not receive the 
100 percent supplementation of $8 granted in Michigan for dependency benefits. 

Another case of discrimination because of existing State laws. In Tllincis, 
the benefit amount is determined as an amount equal to 5 percent of the indi- 
vidual’s wages during that quarter of bis base vear in which his earnings were 
highest. That figures to about 65 percent of his average weekly wage. Some 
States use 4 percent of his highest quarter earnings which would give the indi- 
vidual a benefit amount of about 50 percent of his average weekly wage. Thus 
an individual in Mlinois with an average weekly wage of $50 would receive the 
maximum of $27 from the State and a supplement of $6 per week from the Federal 
Government to bring his benefit up to $33 (65 percent of his average weekly wage 
to the nearest dollar). In a State with the 4 percent formula, he would receive 
State benefits of $25 (about 50 percent of his average weekly wage) and his 
Federal supplement would be $8. Proponents of this legislation might possibly 
decry this lack of uniformity but again we maintain the individual States should 
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have the right to determine what provisions meet their requirements. Thi 
legislation is attempting to arrive at such uniformity for all States—with widel, 
varying conditions—through the means of Federal supplementation. 

Here, I would like to mention dependency benefits and point out how this 
bill would eventually compel States to adopt such a provision in their unemploy- 
ment compensation laws. 

Apparently, one of the reasons for stating in the declared policy that the States 
have provided unfair and inadequate benefits is that few of them have provided 
for dependency benefits. So a premium of 100 percent supplementation is pro 
vided. Here again, is an indication that one of the purposes of the bill is to 
promote a principle thoroughly considered by the various States and up to this 
time, deemed by the majority of them to be contrary to the insurance principles 
of unemployment compensation. Each State should decide on the inclusion or 
exclusion of this provision in its law and even though under 8. 2504 no provisio: 
is made compelling the states to so amend their laws, a very definite element of 
compulsion would exist if the bill were enacted. 

States with no dependency benefits would see their citizens’ tax moneys going 
through Federal supplementation—to States with dependency benefits. What 
remedy would thev have to recoup these tax dollars except through adopting suc 
a provision in their own unemployment compense.tion le.ws? 

This is not the occasion to argue at length on the merits of dependency benefits 
For many vears, the States have been doing that. But unemployment compense 
tion wes set up 2s an insurance program. We have welfare programs to take car 
of the needy and dependency benefits are a part of such a program. Wages ar 
not based on the number of a worker’s dependents. Nor dco life or fire insuranc 
policies pay off on such a basis. Those in need must and should be taken care o 
but it is our conviction that need should not be used as a factor in determining 
eligibility for benefits or the amount of the benefit. 


IT WILL IMPOSE AN ADDITIONAL AND UNWARRANTED BURDEN ON THE TAXPAYER 


Newspaper stories indicate that the sponsors of this legislation estimate it wi 
not cost more than $200,000,000 annually. This is a lot of tax dollars but pe 
estimates of Federal expenditures in similar programs have fallen short of actu 
experience. If, however, the cost is to be $200,000,000 a vear, is the emergenc) 
so serious that it cannot be handled by the States individually? On July 1, 1951 
the reserve funds of all States totaled $7,313,592,000, cistributed so that most 
the States had reserve funds to meet this much additional demand. Since ea: 
State law is designed to produce funds sufficient to replenish its reserves, a Federa 
supplement seems entirely unnec >*ssary. 

An accurate estimate of what this legislation would cost initially in additiona 
tax burdens would be extremely difficult to make. For the fiscal vear ending 
June 30, 1951. Illinois paid out $63,517,554.46 in benefits with a maximum benefit 
of $25 per week. Benefits will be increased to $27 on April 1. Under 8. 2504 
the Federal supplementation would amount to $14, bringing the maximum benefit 
up to $41. If every beneficiary in Illinois would have received a 50 perce 
supplementation, for that vear, the additional costs in Illinois would have be 
$31,758,777. And applving the 65 percent limitation, approximately 60 perce: 
of the beneficiaries would have qualified for the $41 amount.! If our next fise 
vear should compare to 1951, the additional Federal supplementation to Illinoi 
would, therefore, be over $19,000,000 (60 percent of $31,758,777). Using averag: 
benefits for the past 5 years by similar computation, the Federal supplementatio: 
in Illinois would be over $21,000,000. 

The costs of Federal supplementation plus increased State unemployment 
taxes during the next few vears really defy an estimate. Think what could 
happen. Each State could increase its benefit amounts to obtain more Federa 
funds and to recoup some of its citizens’ tax dollars sent to the Federal Treasury) 
This would increase the State unemployment taxes and create need for additiona 
taxes for Federal supplementation. Could such a vicious circle be stopped? 

If the Federal supplementation can be terminated, which some of us doubt 
could the States revert to original benefit schedules? It is almost a certainty 
they would be forced to assume the entire burden. The pressure for these hiz! 
benefits would be almost irresistable, a pressure always present where mone) 
benefits are paid to individuals. 


! Data used in the computation supplied by the Ilinois Division of Unemployment Compensation 
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IT WOULD RETARD RATHER THAN PROMOTE THE DEFENSE EFFORT 


The latest report from the Illinois Division of Unemployment C ompensation 
shows that in November 1951 unemployment in Illinois totaled 102,000 including 
68,000 women, while total nonagricultural employment was 3,235,600.2 This is 
the lowest unemployment in Illinois reported by the unemployment compensation 
division since November 1948 when 100,000 were unemployed. In January of 
1950, total unemployment reached 305,000.32 It cannot be said that there 
critical unemployment situation in the Seat State of Illinois today. 

However, if this legislation is passed, it is evident that benefit checks to most 
claimants in Illinois will be itcreased 501 percent by Federal supplementation up 
to a maximum of $14 after April 1 as the maximum weekly bene fit 
creased to $27 at that time. This will make total maximum w 
$41 when the Federal supplementation is added. 

Section 4 of 8S. 2504 states: ‘“‘(a) Whenever the Governor of any State certifies, 
and the Secretary finds, that within his State, or within one or more labor market 
areas Of his State, there exists substantial unemployment among workers covered 
by the unemployment compe nsation law of the State with no prospect of im- 
mediate reemployment in the labor market area, the Secretary shall on behalf of 
the United States enter into an agreement with such State, or with the agency 


is a 


eek 


administering the unemployment compensation law of such State, under which 
the State agency (1) will make, as agent of the United States, supplement: 
ments of compensation to all unemployed individuals in the S 
provided in subsection (5) of this section during the nati 
will otherwise cooperate with the Seeretarv and with 
making payments of compensation under this act.” 
What constitutes a “labor market area’ is 
De the entire State Cones ival ly it coul l be one 
State employment service, in conjunction with the 
Labor, has divided the State into labor market ares 
prise one small county. It would be most logical to as 
areas would be designated the ‘‘labor market areas.”’ 
example, there are six counties in southern Iilinois k1 
area. In November of 1951, employment in this area 


) 
the State figure of 3,235,600, Of the 102.000 une mploy 
late, 8,525 were fron 


unemployment compensation, it is likely that this ares 


this area. According to the 


“area of substantial unemployment where there was 
reemploy ment.”’ If this legislation becomes lav 
that this condition exists and from then on, all benefit ce} 
supplemented. There are areas in Illinois where 
manpower. In these areas, the workers’ 
hed by these fattened benefit cheeks up to 
would aggravate the n anpowe! proble mra 
One of the fundamental principles in unemploymer 
mobility of labor. It was not the intent to freeze an 
job or in a particular are . Under our defense program, 
for an individual to find work, particularly in defens 


work is avail ible Daring World War II, many indivi 
area in Illinois, because of opportunities for good- payin 
desire to contribute to the war effort, left thei hacen to work 
If their benefit checks are to be inereased to a maximum of $41, 
migrate to a job paying even $75 or $80 a week would be 1 

The benefit check is tax free but taxes and expenses incurred while wo 
reduce their pay checks to such an extent that they could see no advantage in 
accepting a job outside their living area when they could receive this substantial 
amount in unemployment compensation benefits. Wouldn’t this typical situation 
in Illinois be multiplied hundreds of times throughout the country? Wouldn't 
the principle of keeping labor mobile be defeated and wouldn’t our defense pro 
duction suffer? 

If such situations did arise, how long would it be before the Federal Govern- 
ment began telling these individuals they must accept jobs away from home” 

? Labor market trends in Tlinois (Minois Department of Labor), December 1951—January 


+ Financing Unemployment Compensation in ae s (IMinois Unemployment Comper 
and United States Department of Labor) table XII, p. A16 
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Mr. Waener. Bills similar to the Moody bill 5. 2504 proposal were 
advanced and rejected in Congress in 1942, 1944, and 1945. It is felt 
that the members of the committee will certainly recognize that the 
present unemployment situation is much less critical than was the 
problem during the stress of these three war-time years. The bill pro- 
vides that one of its purposes “‘is to prevent the imposition upon suc h 
workers of an inequitable share of the burden of the defense program.”’ 
The bill does not explain how it will adjust or correct the inequities 
exacted by S. 2504 in applying these supplementary benefits to widely 
varying benefits paid by the States in accordance with what they feel 
meets their particular requirements. We do not agree with the policy 
statement in the bill that the State unemployment compensation laws 
are both inadequate and unfair to workers. This, to our way of 
thinking, is certainly a reflection on the integrity and the ability of our 
State legislators to provide those benefits which they consider fair and 
reasonable in their particular area. The proposal to supplement un- 
employment compensation benefits because of the so-called critical 
condition in unemployment, could very easily be an opening wedge for 
providing supplementary Federal benefits because 07 widespread eco- 
nomic depression, or even flood emergenc vy dislocation, Perhaps the 
most glaring defect. in this bill is that the Federal supplementary aid 
is made on a state-wide basis and it can readily be seen that even a very 
small percentage of a State’s total labor force could create the required 
emergency under which the Governor could certify to the Secretary of 
Labor that the State desired such Federal aid. Obviously we would 
have many cases where the tail would be wagging the dog. 

In this connection, Mr. Chairman, we have provided a map of the 
labor market areas in the State of Illinois. This map has been pre- 
pared by the Illinois Department of Labor in conjunction with the 
United States Labor Department. In referring to our map, we have 
two areas that I would like to call your attention to. At the extreme 
south or bottom of the map, we have the Crab Orchard area, com- 
prised of six counties, referred to on the map as Little Egypt. In this 
area in November 1951, there were 8,525 unemployed out of a total 
employable force of 62,275. The state-wide figures on that date wer 
102,000 unemployed out of a total employable group of 3,337,600. In 
other words, the unemployment on a state-wide basis was about 3 per- 

cent compared with about 13 percent in this very small area. A little 
bit farther up on the map and to the right, we have the County of 
Richland. This has been designated as a labor market area, and could 
very likely be considered a critical area in the event of extended unem- 
ployment. The population of this area is 16,849. We do not have 
the figures on what the labor force in that area would be, but perhaps 
five or six thousand would be a fair estimate. Any appreciable unem- 
ployment in that very smal] area could produce the required emergenc\ 
necessary for the Governor to call upon the Federal Government to 
bring Federal aid into our State, and in this case the entire State would 
be covered. This is what I refer to as the tail wagging the dog. 

We feel that there is no place in the country where a real long- 
term unemployment problem exists. In fact, the prospects are for 
uw progressively tigher labor market. It would certainly be much 
better for the country to press for a solution which will restore em- 
ployees to productive work that to pay more to maintain them i 
unproductive idleness. The fact that the Federal Government, under 
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the provisions of this bill, will match by 50 percent any State unem- 
ployment compensation benefits, produces an irresistible compulsion 
upon the various States to provide the maximum benefits possible. 
Just where this cycle of “legislate and get” would stop is anyone’s 
cuess. 

In conclusion, it is felt that the enactment of Moody bill S. 2504 
would actually hinder, rather than promote, the defense effort. 
Knactment of this bill would lead to the federalization of all State 
unemployment-compensation programs. That is the conclusion of 
my remarks. I am sure there are many others who have more data. 

The CuarrMan. Thank you for your appearance. 

Mr. Waaner. Thank you, sir. 

The CuHarrmMan. Mr. Field. 


STATEMENT OF EDWARD FIELD, OF THE NATIONAL RETAIL DRY 
GOODS ASSOCIATION 


Mr. Frevtp. My name is Edward L. Field. I am employee relations 
adviser for Allied Stores Corp., and a member of the social security 
committee of the National Retail Dry Goods Association. This state- 
ment is presented on behalf of the National Retail Dry Goods Associa- 
tion. The National Retail Dry Goods Association is composed of 
approximately 7,000 department and specialty stores throughout the 
United States. The annual sales of the members of the association 
exceed $10 billion. 

I am also pleased to announce that the American Retail Federation 
agrees with the position bemg taken by the National Retail Dry 
Goods Association. 

I would like to take this opportunity to thank this committee for 
being given the opportunity of stating our position on the Moody- 
Dingell bill and for allowing us to present our views on the subject 
of Federal supplementation of unemployment insurance. 

The sponsors of the bill are presently urging enactment of this 
legislation based on the following reasons: 

1. That industrial mobilization for defense production is causing 
serious unemployment, either directly or indirectly, in some localities; 

2. That a large amount of such unemployment is among workers 
whose skills are, and will be, essential to the defense efforts of the 
Nation and its security; 

3. That the present benefits provided by State laws are inadequate 
and that it is unfair to pay so little to employees having been idled 
in the national interest; and 

4. That alleviation thereof is essential to defense mobilization and 
must be considered to be part of the cost of the defense program. 

The legislation declares as its policy the promotion of the general 
welfare during the national emergency, by providing unemployed 
workers in those States where such unemployment has become sub- 
stantial, with supplementary payments in addition to the benefit pay- 
ments to which unemployed workers are entitled under the unemploy- 
ment compensation laws of such States, in such amounts as to prevent 
the imposition upon such workers of an inequitable share of the burden 
of the defense program. 

The bill would become operative in a State when its governor certi- 
fied that ‘within one or more labor market areas of his State, there 
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exists substantial unemployment among workers with no prospect of 
immediate reemployment in the labor market area.”? The Secretary 
of Labor would have to concur with the governor’s certification. This 
status would be subject to annual renewals and would remain opera- 
tive for the duration of the present defense emergency. Once ap- 
proved, the supplemental payments would be made to all unemployed 
individuals in the State. 

When the bill becomes operative in a State, it would increase al! 
of the benefit checks otherwise payable in that State by 50 percent 
or more. In Mic ‘higan, for example, it would increase the “primary 
weekly benefit rate’? by 50 percent, from $27 to $40.50 and the de- 
pendents’ allowances from $2 to $4 for each of four children. If the 
Michigan Legislature were to increase the schedule of benefit rates or 
the dependents’ allowance, the Federal supplement would increase 
correspondingly. The combined State and Federal payments are 
limited to 65 percent of wages for emplovees without dependent chil- 
dren and on a graduated basis up to 75 percent of wages for thos 
with four or more dependents. 

We have given careful consideration to the purpose underlying the 
introduction of this legislation and to the manner in which the alleged 
hardships existing in certain labor areas would be alleviated. 

We believe this legislation is much too broad in scope and that as 
a result it is fraught with many dangers. 

Although the purpose of the bill is to aid the so-called conve _— 
unemployed, it is evident that the benefits are not intended to be 
limited to those idled by the defense effort. It is very apparent that 
the bill would affect all employees in a given State and in addition 


would in all probability become uniformly operative throughout the 
country. Once a governor had certified that one or more areas of 


ee 


substantial une mployment * * * with no prospect of immedi- 
ate reemployment”’ existed, then not only the idled workers in the 
labor marked affected by the defense effort, but all unemployed work- 

ers in that State, whether their unemployment was caused br‘ \ 
defense effort or not, would be entitled to these supplemental ben. -s 

The broad discretionary authority given to the various governors 
and the Secretary of Labor by the sweeping provisions of the bill 
assures its adoption in every State. All the governor need do is 
certify that one labor market in his State has “substantial unemplov- 
ment” not likely to be absorbed in that area in the immediate future 
That this area may be very small and that the rest of the State may 
be suffering from a labor shortage is immaterial. One other serious 
defect in the bill, as we see it, is that no eriteria are provided for 
determining the size and importance of the labor area affected, which 
should constitute “substantial unemployment.’’ Nor are there any 
guide-posts in evidence as to how to treat the phrase “prospect of 
reemployment in the immediate future.”’ 

Along the same lines, it would appear that the spirit of the entire 
defense movement has been to encourage mobility of labor and the 
attraction of labor to areas where needed. The net result of the 
Moody-Dingell bill would be just the opposite. In fact, one of the 
provisions in the bill’s declaration of policy proclaims that the un- 
employment brought about by the national emergency is among work- 
ers whose skill is needed in the defense effort. 
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Yet, the total net effect of this legislation is to cut down labor 
mobility and make unemployment more attractive financially than 
was thought wise in the judgment of the State legislatures, which in 
the first instance fixed the proper amount of benefits to be paid. In 
effect, the passage of the legislation would be a complete repudiation 
of the judgment and responsibility of the Stat e legislatures. 

In our opinion, while there may be a few labor areas which have 
been affected by the defense effort resulting in more une mployment 
than would otherwise have been the case, it would appear that the 
over-all condition of the country is one of an ever tightening labor 
market. For the entire country unemployment claims are at a very 
low level. During December 1951, the last month for which figures 
are available, a total of about 1,400,000 claims were filed. This 
compares with 2,730,000 in January 1950. On January 19, the 
Secretary of Labor announced that the tight manpower situation 
had eased off temporarily, but jobs will be harder to fill than ever by 
spring. Mr. Tobin said: | 

The over-all outlook is for a tightening of the labor supplv a 
expand job opportunities this spring and summer and as defense p 
momentum, 

There is also grave doubt, that in the great many areas where there 
is unemployment not caused by the defense effort but whose workers 
would be entitled to Federal supplementation because the State has 
been certified on the basis of one area, whether the increase in benefits 
might not make#it more attractive or at least almost as attractive 
for those people to be idle than to be employed. 

The likelihood of this legislation serving only for an interim period 
is, in our opinion, wishful thinking. Once such legislation is passed 
and benefits are increased, it would be impossible to revert to lower 
benefit standards. Anyone who is familiar with social legislation is 
keenly aware that it 1s easy to give but that it iimenatte totake back. 
It would be futile to expect that the States would or could return 
to their former benefit scales at the end of the Federal program 

Enactment of the Moody-Dingell bill would be an irrectraceable 

step toward permanent and cor nplete federalization of the State 
unemployment compensation laws. The bill has many supporters 
who have long been committed to complete federalization The 
Labor Department and members of its staff have frequently spoken 
in favor of federalization and have done what they could to promote 
legislation toward that objective. 

While the bill itself provides for no direct Federal control over 
State legislation, nevertheless it bears within it the seeds of ultimate 
and certain abdication by the States of their jurisdiction i@ this field. 
very State at some time has some depressed area in its which would 
justify the governor in certifying his State for participation in the 
distribution of Federal money. It would be politically impractical 
for a governor to fail to put his State in line for the payments. 

In conclusion we would like to say that there seems no need, at the 
present time, to view the problem as one needing Federal attention, 

cause of the few areas where there are special circumstances. The 
individual States should be left to cope with that problem. It seems 
inwise to enact legislation which would assuredly affect all the idle 
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throughout the country, whether their status was caused by the 
defense effort or not. 

In conclusion, it is our opinion that the Detroit situation has bee: 
glamourized and depicited as the norm whereas in fact that condition 
does not exist throughout the country. We respectfully request that 
your committee reject the Moody-Dingell bill. 

The CHatrMANn. Thank you very much for your appearance, Mr 
Field. 

Mr. Frevp. Thank you, sir. 

The CHarrMan. I believe that completes the last of the witnesses 
scheduled for today. The committee will recess until tomorrow morn- 
ing at 10 o’clock. We have another schedule of witnesses for 1( 
o'clock tomorrow morning. 

I would like for the record to also show that letters in opposition 
were received from the following chambers of commerce, which 
communications have been placed in the committee file: Kansas 
City, Mo.; California State, San Francisco, Calif.; LaSalle-Peru 
Ill.; Brownsville, Tenn.; Columbus, Nebr.; South Gate, Calif.; 


Valparaiso, Ind.; Brownstown, Ind.; Hastings, Mich.; Pueblo, Colo. ; 


Munsey, Ind.; Barberton, Ohio; New Brawnfels, Tex.; Comal County 
Tex.; Fernley-Wadsworth, Nev.; Fernley, Nev.; Fair Hope, Ala. 

(Whereupon, at 3:05 p. m., the hearing was recessed, to reconven 
at 10 a. m., Thursday, February 21, 1952.) 
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THURSDAY, FEBRUARY, 21, 1952 


Unirep Srares SENATE, 
COMMITTEE ON FINANCE, 
Washington, D. cy. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George (chairman), Johnson of Colorado, and 
Martin. 

Also present: Elizabeth B. Springer, chief clerk. 

The CHarrMan. The committee will come to order. 

Mr. Williamson, you are the first witness on the list. Will you pro- 
ceed, please. 


STATEMENT OF MARION WILLIAMSON, PRESIDENT, INTER- 
STATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES 


The CuHatrMan. Mr. Williamson, you are appearing here for the 
Interstate Conference of Employment Security Agencies? 

Mr. Wriuiamson. Yes, sir. 

The CHAIRMAN. Is someone with you? 

Mr. Wiitramson. Yes, sir; Mr. Teets is with me. 

The CuarrMan. Is he to make a statement also? 

Mr. Wiiutamson. Yes, sir, he will make a short statement. 

The CuHarrMAN. Come around, Mr. Teets, and be on hand with 
Mr. Williamson. 

Mr. Wituiamson. Mr. Chairman, my name is Marion Williamson. 
1 am director of the employment security agency, Georgia Depart- 
ment of Labor. Also, I am president of the Interstate Conference of 
Employment Security Agencies. 

In behalf of the State administrators, I appreciate the invitation to 
present our views on this bill. We, who are charged with the responsi- 
bility of administering the State systems of unemployment insurance 
wholeheartedly believe in sound unemployment insurance, but we are 
overwhelmingly opposed to the principles of this bill. 

As President of the interstate conference I have received communi- 
cations from most State administrators with reference to this bill. 
Thirty-five administrators have expressed a viewpoint in agreement 
with the one I will present. No administrator has expressed to me a 
contrary view. I am not here, however, to report a mere tabulation 
of opinions. Rather, I am concerned with the fundamental principles 
involved. 

The enactment of this bill would amount to a congressional indict- 
ment of the present State systems, and would represent a complete 
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departure from the long-time concept of unemployment insurance 
In fact, it injects into the unemployment insurance field relief factors 
which would operate to destroy the very principle on which the pro 
gram is based. 

As we all know, the unemployment insurance law was designed to 
serve as a protection for workers during temporary periods of unem- 
ployment, whether caused from manpower mobilization, reconversion, 
depression, or technological changes in industry. It was built on the 
idea of compensating unemploye .d workers for a portion of their wage 
loss. At the same time, unemployment insurance was never intended 
to encourage idleness by making weekly payments in such amounts 
as would destroy individual incentive to work. It is: not a relief 
program. 

From the very beginning, it has been realized that a balance must 
ne maintained between one’s weekly benefit amount and his real wages 

r take-home pay. The weekly benefit amount should not be so low 
as to unduly depress living standards, thereby defeating the purpose 
of the law. Neither should the weekly benefit amount be too high, 
making benefits more attractive than work. In the public interest, 
as well as the interest of the individuals directly concerned, the line 
must be properly drawn between these two extremes. 

In keeping with our American way of life, individual initiative must 
never be subservient to a dole. 

State agencies which administer State unemployment inaurance 
laws, have had the opportunity to gain broad experience in this field 
over a period of years. State laws have not been static. They havi 
been amended to meet chi anging conditions and needs. 

State legis iets have reflected in their legislation a comprehensiy: 
understanding and recognition of the wage structure, and oth 
pertinent factors relating to employment conditions in their respectiy 
States. States, confronted with particular unemployment problems 
in the past, have found a solution through State action. Since this 
approach has proved so successful through the years, including two 
major conversion periods, which were Nation-wide in scope, it is 
logical to first seek the solution to any unemployment problems 
through the same means. 

The conditions which bring about significant unemployment in 
local area and related economic problems which accompany it, ar 
so varied and complex that there can be no common solution for 
areas. 

As a consequence, it is of utmost importance that decisions wh 
will vitally affect the economic life of an area—on a long-range 
basis—be made at the local level, where the most information 
available for dealing wisely with the subject. Each State can best 
determine the laws and policies that will best serve the interests o! 
its people, for the immediate problems as well as for the long-run effect 

The ability of the States, through their own efforts, to successfully 
solve problems incident to unemployment was clearly demonstrated 
as you will recall, both at the beginning and end of World War HT. 
when the Congress considered and rejected biils providing Feder 
supplements to State unemployment payments. You will also recall 
that the proponents of those bills made dire predictions. The) 
claimed that the States were wholly unprepared and would be unable 
to cope with the inevitable unemployment. ‘The bill now under con- 
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sideration is but an echo of those other bills which the Congress so 
wisely rejected. 

[ have carefully reviewed the provisions of the bill. Frankly, 1 
find it to be based on a misconce ption of the manpower status in this 
country. It indicates defense unemployment is rampant when, in 
fact, manpower is being sought for defense installations 

While the proposed bill might appear to give freedom of choice to 
the respective States by making State participation dependent upon 
certification by the governor, actually, wherever legal, uniform appli- 
cation throughout the Nation would be inevitable. |Certi fication is 
based on the condition that one or more labor-market areas within a 
State have substantial unemployment among workers covered by the 
unemployment compensation law of the State, with no prospect of 
immediate reemployment in the labor-market area. 

The criterion provided for certification is not an unusual or abnormal 
employment condition. Each State, during any calendar vear, will 
have labor market areas which temporarily experience such unemploy- 
ment. After certification for one State, the Governor of every other 
State, wherever legal, would have compelling reasons for making 
similar certification so that his constituents could share in this new 
and unique method for distributing funds of the Federal Treasury. 
Thereafter, any Governor would doubtless be impelled to refrain 
from terminating the arrangement. Further, the same factors, felt 
by the Congress and the President, would tend to indefinitely prolong 
the so-called emergency period. Upon the enactment of the pro- 
posed bill, we would have reached a point of no return. 

The bill savs: 

That the present benefits provided under State unemployment compensation 
aws are both inadequate and unfair to workers suffering such unemployment 


This conclusion is an unsupportable accusation against State un- 
employment insurance programs. The bill purports to relieve a par- 
ticular type of localized unemployment attributable to defense mobili- 
zation, while in reality it would actually supplement. the weekly 
benefit amount of every unemployed worker in a certified State re- 
gardless of the locality or the cause of unemployment. The proposed 
supplementation of the weekly benefit amount would, in fact, hamper 
defense production. It would reduce the necessity of obtaining work 
and tend to stagnate the labor force, whose mobility is vitally necessary 
to our continued manpower mobilization. 

The provisions for all-inclusive coverage within a certified State 
would even extend Federal supplementation to persons involved in 
a labor dispute, in cases where the State law requires disqualification 
for a fixed number of weeks in cases of work stoppage due to a labor 
dispute, 

The present total of State unemployment insurance reserves is more 
than $7,500,000,000, which is now available and apparently adequate 
to finance the expected needs of the respective States under existing 
unemployment insurance laws. This trust fund, accumulated during 
a number of vears, has successfully met the test of two major conver- 
sion periods. As I see it, the present situation does not present any 
new problem. It is simply a repetition of past experience. 

The Chairman. Do vou recall what the trust fund was at the 


beginning of World War IT? 
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Mr. Wituiamson. No, sir. It can be supplied, though. It is con 
tinually questioned. 

The CuarrMan. [ know it has continuously arisen. I was jus 
trying to recall what it was when we had this measure up before, wit! 
the benefits for children and dependents injected into it. 

Mr. Wiiiramson. No, sir, I can’t give that figure, Mr. Chairman 

The CHarrman. All right. 

Senator Jonnson. As I recall it, Senator, it was between 3 and 
billion in 1940, but I am not sure of that. 

The CuarrmMan. I have some such figure in mind but I have fo: 
gotten, Senator, myself what it was. 

All right, you may proceed. 

Mr. Witiiamson. We believe that this committee would nev 
propose payment of general tax funds in a manner to encourage an 
promote shiftless idleness. Gentlemen, under the present economi: 
conditions, that would result from the enactment of this bill. Let m 
illustrate the effect of its certification on an average Georgia manu 
facturing-plant worker who today receives $1.20 an hour or $48 
week. He would qualify for a weekly une mployment insurance pay- 
ment of $20. Under the proposed bill he would receive $30 per week 
including a $10 Federal supplement, while working, withholding, and 
social-security tax, transportation, and other expenses incident to his 
employment would reduce his average weekly take-home pay from 
$48 to about $38. This leaves a work incentive of $8 per week o: 
only 20 cents per hour. Few persons would now find work attractiv: 
with such a small incentive margin. 

Now, take John Doe, who is employed regularly at $1 an hour with 
occasional overtime. He is laid off, files a claim under the State law 
and qualifies for a weekly benefit amount of $20. Based on earnings 
in his highest quarter, when his weekly overtime averaged 5 hours, his 
weekly wage, as defined in this bill, would be $47.50. He would thus 
be entitled to a $10 Federal supplement, making an aggregate week|\ 
benefit amount of $30, all of which would be exempt from tax and 
other deductions. 

During a week of regular work at $40, there had been withheld from 
John $5.50 income tax, and 60 cents OASI tax, leaving $33.90 from 
which he paid for transportation, work clothes, and all other unavoid- 
able expenses incident to employment. Conservatively estimating 
such daily expenses at no more than $1, John’s weekly take-home pa) 
was $28.90 for regular full-time work. He would, therefore, actual!) 
suffer a monetary ioss by returning to regular work at his normal wage 
This would be nothing more nor less than a cash premium for idleness 
to be financed from the pocket of the working taxpayer. The funds 
for such a Federal supplementation would come out of the Federal 
Treasury, which is certainly not in a very healthy condition to take on 
additional obligations approximating a billion dollars. 

Gentlemen, I wonder if the proponents of this bill have realized 
how the cash amount proposed to be paid to the unemployed worke: 
compares with the cash amount now received by a soldier on the foreign 
battlefield. 

Counting the dependency-allowance provisions of this bill, som: 
idle workers would receive over $350 a month or over $80 a week 
unemployment compensation. Even though an unemployed Korean 
veteran may be entitled to the maximum weekly readjustment allow- 
ance of $20, I wonder how such a veteran would regard this bill which 
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proposes much greater payments to civilians who had acquired these 
unusually high benefit rights while staying at home. 

Unemployment is a serious problem even when it is limited to 
relatively few people in a local area. I realize that some temporary 
dislocations of manpower and some resulting unemployment cannot 
be avoided during a period when all our national resources, including 
manpower, are being mobilized for defense. But even in such a period, 
it is unthinkable that large numbers of workers should remain in an 
area unemployed for long periods through lack of work. , 

The work of every hand is needed to produce the goods so vital to 
the security of our country. We know that those responsible for 
manpower mobilization and the planning of defense production will 
seek to utilize all available manpower through wise allocation of 
materials and distribution of contracts. Meanwhile, State agencies 
under’existing laws can and will provide unemployment insurance tol 
those out of work through no fault of their own. 

| believe every informed person in this country today would agree 
that there are more jobs to be done than there are workers to do them. 
The best solution of the unemployment problem of any individual is 
a job—not insurance payments. Our native ingenuity at all levels— 
Federal, State, and local must be directed toward making the job 
available to the worker and the worker available to the job. 

from my experience with the employment security program, I am 
convinced that every self-respecting worker prefers a job to unem- 
ployment insurance. Let us not, by ill-advised and hasty action. 
make unemployment insurance so attractive as to destroy the 
individual’s will to work. 

The CuarrMan. Are there any questions, Senator Johnson? 

Senator JOHNSON. No. 

Mr. WILtiAMson. Senator, may I insert in the record a letter from 
the regional office of the Bureau of Employment Security in Atlanta 
which declines our request of Lockheed to recruit workers in the 
Detroit area? 

The CHarrMaNn. Yes, you may do so. It will be put in the record. 

Mr. Witutramson. Thank you, sir. 

The letter referred to is as follows:) 

Unirep Srares DerartMENT oF LABOR 
BuREAU OF EMPLOYMENT Security, ReGionat OFrrice, 


Atlanta, Ga., Februar e 9. 3 152, 
Mr. Marion WILLIAMSON, 
President, Interstate Conference of Employment Sec 


urity Agencies, 
Washington, D.C. 


Dear Mr. Wittiamson: In accordance with request made by Mr. Butcher, we 
juote the following teletype received from Mr. John L. Craig 
region VI, under date of January 15, 1952: 

Reurwire January 14 requesting positive recruitment Lockheed Aircraft Corp., 
Marietta, Ga. Michigan agency advises impossible accept any itinerary present 
time owing to avalanche previous commitments other emplovers. Impossible 
arrange any other recruitment either Detroit or Flint within 1 month. Ageney 
also doubts whether any recruitments would be successful skills mentioned your 
Wire owing to extremely heavy current shortages virtually all metal-workine 
skilled occupations. Only surplus labor available greater Detroit is in semi- 
skilled and unskilled category. We have requested Bureau headquarters office 
this date to advise all regions of current information relative to Detroit labor 
market in the interest of keeping everyone informed relative to recruitment 
possibilities that area.” 

rhis teletype was read to the Georgia agency by telephone on the 

Sincerely vours, 


, regional direetor, 


date received. 


Ernest L. Marpury, Regional Director 
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The CHarrMaAn. Mr. Teets. 

Senator Jonnson. Mr. Chairman, Mr. Teets comes from Denver, 
Colo. He has appeared before this committee on other days and has 
always been very helpful to the committee with his testimony. His 
Scotch forebears built our capitol, or at least helped build it, and they 
have been very substantial citizens of Colorado through the years. 

Mr. Teets has been in charge of the une mployment security program 
for Colorado from the beginning and he has performed as one would 
expect him to, knowing his background and his forebears. I am glad 
he is here today and I am sure whatever he says—and I don’t know 
what he is going to say, but I am sure whatever he does say will be 
based on his experience, his knowledge and good sound judgment. 

The CuarrMan. Mr. Teets, we are very glad to have you appear 
here. You may proceed with such statement as you wish to make. 


STATEMENT OF BERNARD TEETS, CHAIRMAN, LEGISLATIVE 
COMMITTEE, INTERSTATE CONFERENCE OF EMPLOYMENT 
SECURITY AGENCIES 


Mr. Treers. Thank you, Mr. Chairman, and thank you, Senator 
Johnson. 

In addition to being executive director of the department of em- 
ployment security, 1 would like, for the purpose of the record, to 
state I am also chairman of the legislative committee of the Interstate 
Conference of Employment Security Agencies. 

The main reason that I am desirous of appearing before your com- 
mittee this morning, Senator, is to give you, for your consideration, 
some proposals supported by a majority of the State administrators 
which we think will strengthen materially the unemployment-com- 
pensation systems in this country at this time. 

I will not, unless it is your pleasure to do so, comment upon the 
obvious provisions of this bill that have been presented to you, 
testified to, and retestified to so many times. 1 would, before giving 
you these proposals, like to make a few general observations. 

First, reasonable men may differ as to the degree to which this 
proposal would or would not federalize State systems, but you cannot 
superimpose Federal moneys on a State system, I don’t care how deli- 
cately you endeavor to accomplish that process, without having the 
effect of federalization. 

in essence, then, this is not, as has been represented here, the 
single, simple proposition of is the Congress desirous of helping some 
men some place, somehow. It is a far more complicated question 
than that. It is, as I see it, this: Does the Congress at this time feel 
it advisable to change the entire concept of unemployment compensa- 
tion in this country. However, as Senator Taft so ably pointed out 
once we get it we do not go bac k. History shows that we go on from 
there. 

Furthermore, as Secretary of Labor Tobin said in effect, in urging 
the passage of this bill, he would accept the measure as a temporar) 
expedient since it would then follow in logical sequency that we enact 
all of the Federal standards. 

Furthermore, it seems to me that the Congress could not enact this 
bill without indicting the entire State system. 
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Now, let us take a look just for a second at what that system is. 
That is a system that, at the present time, has built up a reserve of 
$8 billion. That is a system that has paid unemployed workers in 
this country during the last 15 vears better than $9 billion. That is 
a system unique in modern taxation in that since the inception of 
this tax it has continually gone down. That is a svstem—and I 
appreciate as a State administrator that I have a selfish motive and 
interest in this whole proposition, but aside from that, I think it is 
fair to say that is a system that has reflected, since its inception, 
favorably upon the sound judgment of the Congress that enacted it 
and has maintained it to the present time, and [ sincerely hope that 
the Congress will not feel it appropriate at this time to make that 
kind of an indictment upon a system, at a time when in this country, 
generally speaking, we have the highest employment that we have 
ever known, and when actually the State systems are being put today 
to no test at all, and vet that is what this would mean. 

Now, the charge has been made that the maximum benefits in 
States have lagged following the wage increases in this country. 
| hope it will be of interest to the committee to consider why l feel 
that lack prevails—and it is true it does. 

In the first place, it is a natural kind of a lag. You have to have 
a lag between the increased cost of living and any wage increase. 
That takes some time to follow up. Then naturally, after you have 
it, it takes some time in order to increase these maximum. benefit 
amounts. But of far more significance than that, in my personal 
renee is the fact that this lag has been brought about unfortunately 
by the fact that we have had some chiseling in unemployment com- 
pensation in this country, and that chiseling has been given publicity 
beyond all reasonable bounds in proportion to that which has actually 
happened. 

Nevertheless, the people from one end of the count ry to the other 
have reacted against it. 

Now, the State administrators realize this and they are taking 
steps constantly to try and tighten up their laws; they are trying to 
show the people wherein this svstem can be tightened up so that that 
will not prevail. 

Now, at the very moment—and I do not know what it will be; 
[ assume it will be different in different parts of the country—but at 
the very moment that the people of the country become convinced 
that unemployment benefits shall be paid to men who lost their jobs 
through no fault of their own and not through idleness, at that time 
the maximum benefit amount will rise very quickly. 

Now, it seems to me that it is far better for me as a State adminis- 
trator to urge upon my legislature the need for larger maximum benefit 
amounts than try and superimpose my opinion on = irs when they 
gather collectively in order to decide what is the best figure for the 
workingmen of my State. 

Mr. Chairman, | have prepared here this proposal that I mentioned. 
I will not, of course, touch upon the details of it, but with your permis- 
sion I should like to introduce a copy of it in the record. 

The CuarrMan. You may put the entire statement in the record. 

Mr. Terrs. I have extra copies here in case any members of your 
committee should be desirous of considering it. 
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Now, in effect, this proposal of the States does these things: 

First, it provides for enactment into law, into permanent legisla- 
tion, the George fund. I know, Mr. Chairman, how familiar you are 
with the provisions of the George fund, but I think it well, with your 
permission, to very briefly put them into the record so that my 
statement may be more clear and comprehensive on this subject. 

The Cuarrman. Yes, we will be glad to have you do so, Mr 
Teets. 

Mr. Trers. The George fund, and the provision of our proposal 
which follows the principle entirely, with some minor refinements 
that we have developed since its inception, was enacted and as now 
proposed for the purpose of establishing a real fund, a real credit, s 
that in the future we and others interested in this program may no! 
come here and talk about this possible moral obligation that has been 
discussed here about the balance of the three-tenths of 1 percent. 

We would like something a little more definite, and we think al! 
interested in the program are entitled to something a little more 
definite than that. How we would go about establishing that is a 
real question. We would suggest that the three-tenths of Federa| 
collections be earmarked for the purpose of this program. We would 
recommend that the balance over and above the moneys needed fo: 
the administration of this program be set aside, and from those 
moneys we would take a percentage. 

We suggest 20 percent at this time. That can be changed as condi. 
tions warrant it. We suggest you take 20 percent of that sum and 
set that aside and make an underwriting fund. 

How large should that fund be? We think at a time when the com- 
bined State fund is $7% billion it does not have to be so large, but it 
in the wisdom of Congress, can be changed as the conditions warrant 
To give you some idea of the kind of money I am talking about, this 
vear that sum would be $50 million. We would take 20 percent of 
the $50 million and build up a reserve fund that States could, if they 
saw the need of it, if their funds were depleted under certain con 
tions, borrow from that fund without interest and then pay back as 
conditions change. 

Now, that might, in some instances, safeguard some States who 
would like to liberalize but are worried whether or not their fund could 
stand any sort of unforeseen national contingency, but they know 
that here they have got a fund out of which they could borrow moneys 
in order to carry on. 

That principle, it seems to me, is very sound, because in a Sta 
system it is most important that no single State ever fails. 

Then the rest of these moneys would be redistributed back to tl 
States ina manner of equitable proportion, so that the States receivi 
this money could, according to the dictates of the State legislatures or 
other fiscal control in the State, provide these moneys for adminis 
trative purposes, or take those funds and put them into their benefit 
account, so they could pay more benefits if they wanted to with them 

Now, I think that is very important, for this reason, that that will 
give the States more administrative freedom; that would give th 
States moneys with which to do this thing which I think is most 
important of all to do, that is, convince the people of the country 
that unemployment compensation is being administered for the sol 
purpose of paying a man a benefit who has lost his job through no 
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fault of his own. I am sure, from talking to various interests through- 
out the country, that they are not concerned with paying a reasonable 
maximum to any truly unemployed man, but the problem is that 
they do not want to pay anything to the man who is otherwise idle. 

Thank you very much, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Teets. 

Are there any questions? 

Senator Martin. No; I have no questions. 

The CuatrmMan. Thank you very much for your contribution 
Your whole statement will go in the record. 

(The material referred to is as follows: ) 


A BILL 


provide for the payment of Federal unemployment taxes into the Federal unemployment 


vailable for the administration of unemployment compensation laws and publ ¢ employme nt 

ind to return to the States the excess of such taxes over such administrative expenses 

Be it enacted by the Senate and House of Representatives of the Uniled States of 
imerica in Congress assembled, That this Act may be cited as the “Mmployment 
Security Administrative Financing Act of 1952’ 

Sec. 2. Sections 301 and 302 of the Social Security Act, as amended, are 
amended to read: 

““FEDERAL UNEMPLOYMENT ACCOUNT 


“Sec. 301. (a) There is hereby appropriated to the Federal unemployment 
account in the Unemployment Trust Fund for i period beginning January 1, 
1952, and ending June 30, 1952, for the fiscal year ending June 30, 1953, and for 
each fiscal year thereafter, amounts equivalent to "100 per centum of the taxes 
including interest, penalties, and additions to the taxes) received after December 
31, 1951, under the Federal Unemployment Tax Act and covered into the Treasury 
There are also authorized to be advanced to the Federal unemployment account, 
out of any moneys in the Treasury not otherwise appropriate ‘d, such additional 
sums as may be required to carry out the purposes of this title 

“(b) For the purpose of assisting the States in the administration of their 
inemployment compensation laws, and in the establishment and maintenance of 
systems of public employment offices in accordance with the provisions of the 
Act of June 6, 1933, as amended (29 U.S. C. 49-491), there is hereby authorized 
to be expended for payments to the States from the Federal unemployment 
account in the Unemployment Trust Fund for the fiseal year ending June 30, 1953, 
ind for each fiscal year thereafter, a sum not to exceed the amounts, including 
imounts to be expended with the prior approval of the Director of the Bureau of 
he Budget only in the event of unforeseen changes in conditions, specified by 
Congress in the appropriation Act or Acts for the Department of Labor for each 
- yen fiscal year and such amounts as may be agreed upon by the Department of 

abor and the Post Office Department for the payment in such manner as said 

arties may jointly determine of postage for the tre ansmission of official mail matter 
connection with the administration of their unemployment compensation laws 
a their systems of public employment offices by the States. 

‘(c) There is authorized to be expended from the Federal unemployment 
account for the fiscal year ending June 30, 1953, and for each fiscal year thereafter, 
a sum not to exceed the amounts specified by Congress in the appropriation Act 

Acts for the De ‘partment of Labor to be necessary for the administration by the 
Departme nt of Labor of its functions under the Federal Unemployment Tax Act, 

tles III, IX, and XII of the Social Security Act, as amended, and of the provisions 
of the Act of June 6, 1933, as amended. 

‘“(d) In the event that the balance in the Federal Unemployment Account on 
luly 1, 1953, and on July 1 of any fiscal year thereafter is in excess of the amounts 
uuthorized to be expended from the account for such fiscal year in accordance with 
he provisions of subsections (b) and (c), the Secretary of the Treasury is directed, 
prior to audit or settlement by the General Accounting Office, to transfer (1) to 
the States’ Reserve Account, hereby created, in the Federal Unemployment Ac- 
ount an amount equal to 20 per centum of the excess: Provided, That if the 
amount in the States’ Reserve Account is $50,000,000 or more on any July 1, the 
Secretary of the Treasury shall not transfer any of the excess to the States’ Re- 
erve Account: Provided further, That no greater amount of the excess on any 
July 1 than the amount representing the difference between $50,000,000 and the 
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amount then in the States’ Reserve Account shall be transferred to the State 
teserve Account and (2) to each State’s account in the Unemployment Tru: 
Fund, as soon as practicable and in no event later than October 1 of such year 
such State’s share of the excess. Each State’s share shall be determined by th 
Secretary of Labor on the basis of reports furnished by the States and shall be 
equal to an amount which has the same relation to the excess (remaining afte: 
such transfer to the States’ Reserve Account, if there be such transfer) as the wages 
subject to contributions under such State unemployment compensation law during 
the preceding calendar year which have been reported to the State by such July 
bears to the total of wages subject to contributions under all State unemployment 
compensation laws during such calendar year which have been reported to th 
States by such July 1. 
“(e) No amount shall be transferred to the account of any State pursuant 

subsection (d) . 

‘*(1) until the Secretary of the Treasury has transferred from the Federa 
unemployment account to the Treasury any moneys advanced to such Federa 
unemployment account in accordance with the provisions of subsection (a) ; or 

(2) if the Secretary of Labor finds that such State is not at the time of 
distribution eligible for certification pursuant to the provisions of section 303 
of this title and sections 1602 (b) and 1603 (c) of the Internal Revenue Code 


“PAYMENTS TO STATES 


“Sec. 302. (a) The Secretary of Labor (hereinafter referred to as ‘Secretary 
shall from time to time certify to the Secretary of the Treasury for payment t 
each State which has an unemployment compensation law approved by the Secre- 
tary under the Federal Unemployment Tax and which is found to be in compliance 
with the requirements of the Act of June 6, 1933, as amended, such amounts a 
the Secretary determines to be necessary for the proper and efficient administratio 
of such law and of the public employment offices in the State during the fiseal year 
for which such payment is made. The Secretary’s devermination shall be based 
on (1) the population of the State; (2) an estimate of the number of persons covers 
by the State law and of the cost of proper and efficient administration of such law 
and of the public employment offices in the State; and (3) such other factors as 
the Secretary finds relevant. The Secretary shall not eertify for payment und 
this subsection in any fiscal year a total amount in excess of the amount specifi 
for such purpose in the appropriation Act or Acts for the Department of Lab: 
for such fiscal vear. 

‘“‘(b) The Secretary of the Treasury shall, upon receiving a certification und 
subsection (a), pay from the Federal unemployment account in the Unemploymer 
Trust Fund, to the State agency charged with the administration of 
unemployment compensation law, prior to audit or settlement by the 
Accounting Office, in accordance with such certifieation.”’ 

Sec. 3 Paragraphs (4) and (5) of section 303 (a) of the Social Security A: 
as amended, are amended to read: 

‘*(4) The payment of all money received in the unemployment fund o 
such State (except for refunds of sums erroneously paid into such fund, and 
except for refunds paid in accordance with the provisions of section 1606 (b 
of the Federal Unemployment Tax Act), immediately upon such receipt, 
the Secretary of the Treasury to the credit of the unemployment trust fim 
established by section 904: Provided, That a State may use during ar 
fiscal year, for expenses incurred by it for the administration of its unem- 
ployment compensation law and public employment offices, an amount equa 
to the amount transferred to such fund pursuant to the provisions of sectior 
301 (d) during the five most recent fiscal vears, less any amounts withdraw 
by the State for administrative costs during such five fiscal years; and 

(5) Expenditure of all money withdrawn from an unemployment fur 
of such State, in the payment of unemployment compensation, exclusive of 
expenses of administration, and for refunds of sums erroneously paid int 
such fund and refunds paid in accordance with the provisions of sectio! 
1606 (b) of the Federal Unemployment Tax Act: Provided, That an amount 
equal to the amount of employee payments into the unemployment fund of 
the State may be used in the payment of cash benefits to individuals wit 
respect to their disability, exclusive of expenses of administration: Provided 
further, That a State may use during any fiscal year, for expenses incurre 
by it for the administration of its unemployment compensation law al 
public employment offices, an amount equal to the amount transferred 1 
such fund pursuant to the provisions of section 301 (d) during the five most 
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recent fiscal years, less any amounts withdrawn by the State for adminis- 
trative costs during such five fiscal years;” 
Sec. 4. Title XII of the Social Security Act, as amended, is amended to read: 


“ADVANCES TO STATE 1 NEMPLOYMENT FUNDS 


“Sec. 1201. (a) In the event that the balance in a State’s account in the Un- 
employment Trust Fund at the close of September 30, 1951, or of the last day 
in any ensuing calendar quarter, does not exceed a sum equal to the total unem- 
ployment compensation paid out under the unemployment compensation law of 
the State during the twelve months ending at the close of such day, the State 
shall be entitled, subject to the provisions of this title, to have transferred from 
the Federal unemployment account to its account in the Unemployment Trust 
Fund an amount not exceeding the highest amount of the unemployment com- 
pensation paid out by it in any one of the four calendar quarters most recently 
completed prior to such day. 

“(b) The Secretary of Labor is authorized and directed, on application of the 
Governor of any State, to make findings as to whether the conditions for the 
transfer of monevs provided for in subsection (a) hereof have been met; and if 
such conditions exist, the Secretary of Labor is directed to certify, to the Sec- 
retary of the Treasury, from time to time, such amounts for transfer in order to 
carry out the purpose of this title, as may be specified in said application, subject 
to the limitation of subsection (a). The application of a State Governor shall 
be made on such forms, and contain such information and data, fiscal and other- 
wise, concerning the operation and administration of the State law, as 
retary of Labor deems necessary or relevant to the performance of his 
hereunder. 

“(e) Any amount transferred to the account of any State under this section 
shall be treated as an advance, without interest, to the unemployment fund of 
such State and shall be recovered for the Federal unemployment account, as 
provided in section 1202 of this title. 

“Sec. 1202. (a) On application of the governor of any State with respect to 
which an advance is outstanding under section 1201, the Secretary of Labor shall 
ertify to the Secretary of the Treasury the amount stated in said application to 
be transferred from the unemployment account of said State in the Unemployment 
Trust Fund to the Federal unemployment account. The Secretary of the Treas- 
ury shall make such transfer as of the close of the calendar month in which such 
application is made. 

“(b) There are hereby appropriated to the Federal unemployment account in 
the Unemployment Trust Fund for the fiseal vear beginning July 1, 1953, and for 
each fiscal year thereafter, amounts equivalent to 100 per centum of the addi- 
tional taxes received after June 30, 1953, under the reduced credits provision of 
section 1601 (c) (2) of the Federal Unemployment Tax Act and covered into the 
Treasury. All such amounts shall be credited against and shall operate to reduce 
the balance of any advance outstanding with respect to the unemployment fund 
of the State with respect to whose taxable payrolls said taxes were paid. In case 

he amount of said taxes exceeds the amount of the remaining bala: . tl 
advance to the unemployment fund of the State in question, an amount 
such excess shall be credited to the account of said State in the Uns 
Trust Fund. 

‘“(c¢) There are hereby authorized to be appropriated to the Federal 
nent account as a repayable advance, out of any moneys in the Trea 
ittherwise appropriated, such sums as may be required to carry out the pur 
of this title.”’ 

Sec. 5. Section 1601 (c) of the Internal Revenue Code (Federal Unemployn 
Tax Act), as amended, is amended to read as follows: 

ec) Limir on Toran Crepits. 

(1) The total. credits allowed to a taxpayer under this subchapter shall 
not exceed 90 per centum of the tax against which such credits are allowable. 

“(2) In the event an advance or advances have been made to the unem- 
ployment account of a State under Title XII of the Social Security Act, and if 
any balance of such advance or advances has not been returned to the Federal 
unemployment account as provided in that title or in this subsection, then the 
total credits allowed under this subchapter to a taxpayer as to his wages 
taxable by such State shall, on the second consecutive January Ist on which 
such a balance of unreturned advances existed, be reduced for the ensuing 
taxable year by 5 per centum of the tax against which such credits are allow- 
able; on the third consecutive January Ist on which such a balance of unre- 


the See- 





UNEMPLOYMENT COMPENSATION 


turned advances existed, the total credits thus allowed to such taxpayer fv: 
the ensuing taxable year shall be reduced by 10 per centum of the tax again 

which such credits are allowable; and for each additional consecutive Janua) 

ist on which such a balance of unreturned advances exists, the total credi 

thus allowed such a taxpayer shall be reduced an additional 5 per centum | 

the tax against which such credits are allowable: Provided, That such t: 

credit reduction shall not apply to the wages taxable by any State for a: 

taxable year if such State’s advances have been fully returned at least thirt 

days before the close of such taxable year.” 

Sec. 6. Paragraphs 3 and 4 of section 1603 (a) of the Internal Revenue Cod 
as amended, are amended to read: 

(3) All moneys received in the unemployment fund of such State (excep: 
for refunds of sums erroneously paid into such fund, and except for refunds pa 
in accordance with the provisions of section 1606 (b)) immediately upon su 
receipt be paid over to the Secretary of the Treasury to the credit of t! 
Unemployment Trust Fund established by section 904 of the Social Securit 
Act, as amended: Provided, That a State may use during any fiscal year, fo: 
expenses incurred by it for the administration of its unemployment compens: 
tion law and public employment offices, an amount equal to the amount tra 
ferred to such fund pursuant to the provisions of section 301 (d) of such a 
during the five most recent fiscal vears, less any amounts withdrawn by t! 
State for administrative costs during such five fiscal years; and 

(4) All money withdrawn from an unemployment fund of such Stat 
shall be used solely in the payment of unemployment compensation, exclusiv: 
of expenses of administration, and for refunds of sums erroneously paid int 
such fund and refunds paid in accordance with the provisions of section 1606 
Provided, That an amount equal to the amount of employee payments int 
the unemployment fund of the State may be used in the payment of cas 
benefits to individuals with respect to their disability, exclusive of expenses 
administration: Provided further, That a State may use during any fiscal vea: 
for expenses incurred by it for the administration of its unemployment cor 
pensation law and public employment offices, an amount equal to the amou 
transferred to such fund pursuant to the provisions of section 301 (d) of th. 
Social Security Act, as amended, during the five most recent fiscal vears, lk 
any amounts withdrawn by the State for administrative costs during su 
five fiscal vears;” 

Sec. 9. Section 1607 (f) of the Internal Revenue Code, as amended, is amend 
by changing the period at the end thereof to a colon and adding: ‘Provided f 
ther, That a State may use during any fiscal year, for expenses incurred by it f 
the administration of its unemployment compensation law and publie emplo 
ment offices, an amount equal to the amount transferred to such fund pursua 
to the provisions of section 301 (d) of the Social Security Act, as amended, duri 
the five most recent fiscal vears, less any amounts withdrawn by the State for a: 
ministrative costs during such five fiscal years.” 

Sec. 10. (a) Clause (2) of the second sentence of subsection (h) of section 904 
of the Social Security Act, as amended, is amended to read: ‘‘(2) the excess ot 
the taxes collected in each fiscal vear beginning after June 30, 1946, and ending 
prior to July 1, 1952, under the Federal Unemployment Tax Act, over the unen 
ployment administrative expenditures made in such vear.’’. 

(b) Subsection (h) of section 904 of the Social Security Act, as amend-d, 
amended by striking out the third sentence thereof. 


The CuarrmMan. Mr. Zucker. 


STATEMENT OF M. WILLIAM ZUCKER, MANAGER, SOCIAL SECU- 
RITY DEPARTMENT, COMMERCE AND INDUSTRY ASSOCIATION 
OF NEW YORK, INC. 


The CHarrMAN. Will you identify yourself for the record, pleas: 

Mr. Zucker. My name is M. William Zucker. I am manager 0! 
the social-security department of the Commerce and Industry Asso- 
ciation of New York, Inc. 

This organization is a business association, with a cross-section 0! 
business in its membership. We have a social-security committe 
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which represents all types of business firms and business endeavors. 
formulating the social security policy for adoption by our board of 
directors. 

I have a statement, Mr. Chairman, which I would like to present 
for the record, with your kind permission, and then to comment 
briefly on some points which this bill presents. 

The CuarrmMan. The statement will go in the record, and you may 
proceed with your comments. 

Mr. Zucker. Before starting out, sir; I would like to mention to 
Senator Johnson, who raised the question about the size of the trust 
fund in 1941, that I have the figure here, sir. The State unemploy- 
ment compensation funds available for benefits, accumulated collec- 
tions and interest and benefits paid through December 1941 corrected 
to January 26, 1942, was $2,524,460,466. 

The CHarrMAN. Now, that was the fund adjusted or corrected to 
January 26, 1942? 

Mr. Zucker. That is right, sir. 

The CHarrman. After we had gotten into the war? 

Mr. Zucker. That is right, sir. 

The CaarrMan, All right. 

Mr. Zucker. Coming to the bill before us, I would first like to 
comment on the question:-Is there definitely a problem before us, 
and to direct the attention of this committee to some statements made 
by the Department of Labor and by Mr. Goodwin of the Department 
of Labor on the extent of the so-called problem. In the Unemploy- 
ment Insurance Claims Bulletin issued by the Bureau of Employment 
Security which appeared on January 26, 1952., the Bureau stated: 

Unemployment insurance claims activity moved downward for the second 
week during the week ended January 26 1952 with initial claims declining 7 
percent to 250,300 and weeks of unemployment claimed edging down 2.5 percent 
to 1,372,000. Altogether 38 States reported a reduction in initial claims and 30 
States a decline in weeks claimed. 


Mr. Goodwin, in an article in The Labor Market and Employment 
Security, stated: 


(nother record-breaking employment vear is in prospect. Employment ex- 
pansion will be paced by mass hiring in heavy defense industry as many industries 
vith big defense production orders complete tooling and designing stages pre- 
paratory to volume production. These labor requirements together with de- 
mands from civilian industries and agriculture should bring employment in 1952 
to a midsummer peak of 63,000,000 highest in the Nation’s history. 

[It would appear, therefore, that the Department of Labor is speak- 
ing out of both sides of its mouth, depending on what the situation is 
at the moment. 

Now, in New York States, it is interesting to note what the situa- 
tion is there. It is true that unemployment increased slightly at the 
year end and at the beginning of the year. We had as of the week 
ended February 2, 1952, 274,000 claims for unemployment insurance. 
But on January 26. 1951, there were 250,000 claims, so that actu: lly 
there is a slight amount more this year than last year. And the pic- 
ture in New Y¥ ork follows the pic ture all through the country—that at 
vear end there is a decline in employment because of decreases in the 
Christmas trade, of persons who are not regularly attached to the 
labor market leaving the labor market, and also because of lay offs 
due to inventory taking. 
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Now, this figure of even 300,000, which New York State hit, is 
nothing like the peak which New York had in 1948 - 1949, where 
in 1 week New York State, for the week ended July 15, 1949, had 
584,000 claims. At that time the New York Administrator and 
organizations of labor and business did not come running to the 
Federal Government asking for hand-outs. That is half again as 
much in claims filed in 1949 as the number now presently filing claims 
in New York State. 

Furthermore, we believe that this bill does not point out any dif- 
ferences between unemployment due to defense lay-offs and unemploy- 
ment which occurs in the natural course of events. 

The second question which is raised by this bill is whether it is the 
proper approach, and the question arises as to what is the cost. | 
don’t believe there has been any valid estimate as to the cost of this 
measure to the Federal Government. In 1942, when Federal sup- 
plemental benefits were proposed at that time, with a $26 maximum 
weekly benefit, it was estimated it would cost the Federal Government 
$300 million. Now, with a 50-percent increase in the State benefits, 
it might be as much as three-quarters of a billion dollars, or even a 
billion dollars, if the dire prediction of unemployment by the sponsors 
of this measure come to pass. But this cannot be, if the predictions 
of the Department of Labor come to bear, namely, the highest em- 
ployment in the Nation’s history. 

And then we would like to point out the effect of this bill on the 
State laws. This is holding out the carrot in front of the horse. We 
are inducing the States to do something which they would not ordi- 
narily do. The bill would make it very attractive, for the States un- 
reasonably to increase their benefits, and to go contrary to what thei 
legislatures have stated is a reasonable amount for unemployment 
insurance benefits, based on the average weekly wages in the various 
States. It goes contrary to the very basic philosophy of the unem- 
ployment insurance system which the Congress enacted, placing the 
initial responsibility in the States. 

Once having incorporated these high benefits, the States, once the 
emergency is removed, if there ever is any removal of an emergency, 
will never find it feasible or even practical to drop the rates, and what 
we have done here is overinsured our risk. 

It has already been pointed out by the previous witnesses as to the 
amount which would be the take-home pay of a person receiving 
State benefits with the Federal supplements. In New York an indi- 
vidual would receive $45 a week, based on the $30 weekly maximum 
which New York has just enacted into law. <A single person who 
earned $70 a week would be entitled to that $45 a week from the 
State, plus the Federal supplements, and with the various deductions 
which are pointed out in the statement, he would receive $6.25 mor 
per week if he worked than if he was unemployed. We think that is 
a fairly high incentive for a person not to work, and also a fairly high 
incentive for a person to freeze himself in a particular labor area, 
instead of inducing a certain amount of mobility in order to go to 
areas which need his type of skill and labor for the defense industry. 

Furthermore, we feel that this measure would, indeed, be a federal- 
ization of the State laws. The Department of Labor, under the domi- 
nation of labor unions, would be in a very advantageous position to 
control the operation of the State laws, to determine what standards 
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qualify a State for future supplemental benefits, because these benefits 
must be renewed each year on application by the governor. Since 
the Department of Labor must rule upon these applications, it would 
be in an excellent position to determine whether the State’s eligibility 
requirements have met the Federal specifications, or whether any 
other tvpe of standards meet the Federal Department’s understand- 
ing as to what should or should not be included in a well-working 
Federal system of unemployment insurance. 

The Senate and particularly this committee many times over have 
refused to permit federalization of the State unemployment imsurance 
systems. This is merely a subtle attempt at this type of federaliza- 
tion. It is cute method, but 1 am sure this committee will not per- 
mit this to go into effect. 

Now, the final question we might ask is what is the solution. Mr, 
Charles Wilson has already issued his manpower defense policy No. 4 
in which he has required the Department of Labor to determine which 
are the critical areas for unemployment, ordered also that contracts 
be located in those areas, and, stated that contracts could be issued 
at 10 percent higher than the going rateé 

We feel also that the States, through increasing their various bene- 


fits, have adequately taken care of this situation. It is interestine to 


note that six States during the past vear have inereased the maximum 


to $30 a week. Some 22 States in the last vear increased their benefits 
upwards. So that today there is no State in the Nation which pays 
less than a maximum of $20. We feel that the States in the past have 
adequately and valiantly met the problems. We feel that relaxation 
in material cut-backs where feasible and placement of defense contracts 
in jobless areas wherever possible will do more to eut down unemploy - 
ment among workers in civilian industries than more than doubling 
the unemployment insurance benefits as proposed in this bill 

What is necessary to reduce unemployment is production and not 
doles. 

Thank vou, Mr. Chairman. 

The CuatrmMan. Thank you very much, Mr. Zucker, 

Your statement will go in the record. 

(The prepared statement of Mr. Zucker is as follows: 


STATEMENT OF COMMERCE AND INpDuUstTRY ASSOCIATION OF New York, Ine 


BY 
Dr. M. Wittiam Zucker, Manacer, Socrat Securiry 


*) 
DEPARTMENT 

The Commerce and Industry Association of New York opposes the enactment 
of the bill (S. 2504) introduced jointly by Senator Moody and 14 other sponsors 
proposing that the Federal Government provide supplementary unemployment 
compensation benefits in certain cases to workers who become unemploved during 
the national emergency. The measure is aimed at the unemployment situation 
brought about by the need for converting manv fo the Nation’s productive facili- 
ties from civilian to military uses, and particularly by the diversion of scarce ma- 
terials ordinarily used for civilian production into military production. 


WHAT THE BILE PROPOSES 


It is proposed to supplement, with Federal funds, basic State unemployment 
payments by 50 percent, with the provision that in no event can the combined 
State and Federal payment exceed 65 percent of a worker's average weekly wage 
before taxes. In addition, where a State provides allowance for support of de- 
pendents the Federal Government would match the State’s dollar for dollar, with 
the maximum of the combined State and Federal pavment not to excee¢ d 75 percent 
of a worker’s average weekly wage betore taxes. 
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These are the reasons advanced for the measure: The p 
1. The Federal Government has caused most of the unemployment problen State ce 
by bungling the job of conversion. exists SI 
2. Some States and economic areas are harder hit by conversion unemplovme: reemploy 
than others, and Federal payments are needed to prevent unreasonable burde: Labor as 
on the unemployed in the affected areas. benefits 
3. Alleviating the burden of unemployment caused by conversion is a legit apply to 
mate charge against the defense program, and hence, against the Federal Gover nemplo 
ment. It is o 
t. In the absence of some such Federal payments, the working force in t} either tl 
areas undergoing conversion will scatter and be unavailable when defense pr supplem 
duction is ready to go. nsuranc 
[In 1942, when the war production effort gained momentum, temporary une 50 perce 
ployment resulted from conversion of civilian production to war needs. At that fits. In 
time a similar proposal was advanced, calling for supplementation by the Feder: lepende 
Government of unemployment compensation benefits coupled with a proposal fo: depende 
federalization of the State unemployment compensation system. Events increase 
1942 showed the unemployment was of short duration and that the States cou! in its su 
handle adequately the problems facing them due to war conversion. Again, j lepende 
1944 and 1945, attempts were made to pass legislation for the payment by t! based 0} 
Federal Government of supplementary benefits during the conversion period 
All such bills were defeated by the Congress. 


ORIGIN OF UNEMPLOYMENT NOT A FACTOR It wo 
through 
The causes for unemployment are many and changing. The resulting evils ar The s 
always the same. The purpose of unemployment insurance is to deal with then is slight 
regardless of origin, and to tide over the unemployed person during a temporary end anc 
lay-off through provision of funds designed to maintain, in part, his purchasing The | 
power. ance Ch: 
Singling out a particular type of unemployment for special treatment repre- favorab 
sents a regressive point of view in social legislation. To regard the unemplo\ did not 
ment caused by the converison of our factories to a defense basis, especially i: attribut 
one particular industry, as a different kind of unemployment to be dealt with bulletin 
a different manner is to confuse our basic thinking in unemployment insurance “Une 
legislation and its underlying philosophy. week d 
Worse than that, it is an invitation for various pressure groups to drive for percent 
special legislation of a similar nature every time the economic winds shift. Not! to 1,37 
ing could be more debilitating to our unemployment compensation system States a 
Special legislation of this nature will prevent development of a sound and vigoro the latt 
system which would be prepared under all conditions to fulfill the continuing levels v 
social function it is intended to perform. weeks « 
Nor is there anything unusual in this situation in the normal operation of tli | =. claimec 
economic system. When, for example, inflationary controls called for a large: of last 
down payment on residential homes there was a sharp though temporary redu: 
tion in construction employment which picked up shortly thereafter. Similar sam 
tightening of installment buying regulations initially resulted in reduction of th Uhe 
labor force in the automotive industry. So it goes in a host of other fields New ¥ 
Operation of our tariff laws may and does temporarily adversely affect the en New ¥ 
ployment picture. But this is not to require that whenever a minor dislocatio Vity 'S 
in employment occurs, the Federal Government must or should rush in with its out-ots 
funds. industa 
At the time of passage of the Social Security Act it was proposed that a state ployme 
system of unemployment compensation should be devised for the purpose of - the 
providing benefits for unemployed persons during periods between the expiratio: Weeks 
of one job to the acquisition of a succeeding job. All statistical and actuaria istratiy 
data resulting in the establishment of the tax rate were based upon a normal in larg 
cycle of unemployment. Reserves were established by the States to meet th . = 
extra requirements of depression periods which might occur. a fr. 
writing 
SYSTEM HAS MET TEST OF EVERY CRISIS erp 
The unemployment insurance system to date has met each and every crisis “An 
regardless of the amount of unemployment. This bili is an attempt to utilize tl expans 
unemployment compensation laws for achieving a result for which they were not dustrie 
designed. Instead, a proposal such as the one before your committee projects repar 
results which would be disastrous to the State-Federal unemployment compe! nands 
sation program. a 1 
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The provisions of the bill would be put into operation when the governor of a 
State certifies that ‘“‘within one or more labor market areas of his State, there 
exists substantial unemployment * * * with no prospect of immediate 
reemployment * * *” subject, of course, to the agreement of the Secretary of 
Labor as to the correctness of the Governor’s certification. These supplemental 
benefits would remain in force upon annual renewals by the Governor and would 
apply to all unemployed workers in the State regardless of whether or not their 

employment is a result of the conversion from civilian to defense production. 

It is obvious that under the circumstances no Governor would be able to resist 
either the pressure or the temptation at least to make a certification for these 
supplemental benefits. In other words, in a very short period the unemployment 

surance benefits throughout the country would be hiked automatically by either 
50 percent or 63 percent, subject to whether or not a State had dependeney bene- 
fits. Indeed, since the Federal Government would match dollar for dollar 
lependency benefits this would be an added incentive for all States to incorporate 
dependency benefits as part of their unemployment compensation laws and also 
nerease the basic benefits since the Federal Government is going to be so generous 

its supplementary amounts. Many States have considered the enactment of 
lependency benefits and refused to inject a welfare program into an operation 
based on insurance principles. 


NATION’S EMPLOYMENT PATTERN REFUTES NEED FOR BILI 


It would be well for us to look at the unemployment and employment pictures 
throughout the country before leaping into action. 

The situation in the Nation denies the need for this measure. Unemployment 
is slightly higher in some areas than last year, but follows the pattern for the year 
end and the new year. 

The Bureau of Employment Security in its Bulletin on Unemployment Insur- 
ance Claims for the week ended January 26, 1952 (vol. 7, No. 33) presented a most 
favorable picture belying the pressing necessity for this measure. The bulletin 
did not show disastrous unemployment as the result of civilian cutbacks but rather 
attributed the bulk of the lay-offs to vear-end operations of some employers. The 
bulletin declares: 

‘Unemployment insurance claims activity moved downward for the second 
week during the week ended January 26, 1952, with initial claims declining 7.0 
percent to 250,300, and weeks of unemployment claimed edging down 2.5 percent 
Lo 1,372,000. Altoge ther, 38 States reported a reduction in initial claims and 30 
States a decline in weeks claimed. While the downward movement in claims during 
the latter half of the month conformed to the trend in Jannary 1951, the current 
levels were above those of a vear ago. According to the claims data for the 4 
weeks ending January 26, 1952, initial claims were 27 percent above and weeks 
claimed 18 percent above the volumes during the comparable period in January 
of last year. 

* * * * * « * 


“The largest decrease in weeks of unemployment claimed were experienced by 
New York (12,200), Michigan (9,100), Pennsylvania (8,500), and Illinois (5,100). 
New York’s decrease primarily reflected the seasonal upswing in the New York 
City apparel industry. Michigan’s decline occurred in both the Detroit and the 
out-State areas. Recalls to work in the tobacco, textile, apparel, and shoe 
industries reduced the load in Pennsvivania. A large part of the weeks of unem- 
ployment claimed in Illinois resulted from unemployment among former workers 
in the eoal, food, apparel, paper, leather, fabricated metal, and trade industries. 
Weeks of unemployment claimed in Tennessee dropped 3,500 partly due to admin- 
istrative factors, while the reduction of 2,300 in North Carolina was attributable 

large measure to fewer claims from textile and furniture workers.” [Italics 
supplied.] 

Mr. Robert C.,Goodwin, Director of the Bureau of Employment Security, 
writing in the January 1952 issue of the Labor Market and Employment Security, 
published by the Department of Labor, predicted that employment in 1952 would 
hita new high. Hisstatement opens with this paragraph: 

“Another record-breaking employment vear is in prospect. /mployment 
expansion will be paced by mass hiring in heavy defense industry as many in- 
dustries with big defense production orders complete tooling and designing stages 
preparatory to volume production. These labor requirements, together with de- 
mands from civilian industries and agriculture, should bring employment in 1952 


22 


to a midsummer peak of 63,000,000, highest in the Nation’s history. Shifts 
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between industries and occupations will be greater than in the past year. Unen 
ployment on a Nation-wide basis will continue at low levels and may even deeli: 
somewhat, but a number of local areas will experience troublesome unemployment 
problems.” 

From the Department of Labor’s own reports no compelling necessity is prove 
for the passage of this measure now before your committee. 


NEW YORK’S EMPLOYMENT PATTERN SIMILAR 


In New York State the pattern of unemployment is like that of the Nation ; 
large. During November and December of 1950 and January 1951, more clain 
actually were filed and paid than during the last week for which a report has br 
filed, February 2, 1952. A recapitulation of the weekly claims and the benefi 
paid for the past 15 months is attached to this statement as table A. You w 
be interested to note that the smallest amount of unemployment occurred during 
the week ending March 16, when 205,044 claims were handled. It is true that 
during each of the first 3 weeks of January of this year there were more tha 
300,000 claims handled. But this, in and of itself, is not a disastrous situatic 
but rather a regular cycle in New York, due to post-Christmas retail lay-offs 
people not regularly in the labor market and inventory periods. 

Just as New York State has been able to handle more than 300,000 clain 
without any ill effects upon its unemployment insurance system and withs 
the employees or the State administrator running to Washington with distr 
signals, it is well to point out that our New York program was able to hand 
successfully a period of unemployment insurance claims when the number of claim: 
transactions was more then 584,000 in 1 week alone. 

You will recall that during 1948 and 1949 there was a sudden slump in employ 
ment. The high point for unemployment insurance claims in New York wa 
reached in July 1949. Set forth below is a table showing the number of claims 
handled during May, June, and July of that vear, after which the claims dropp 
precipitously and the norinal claims load set in: 


Ne w York State claims transactions ine luding inte rstate, May, June, and July, 19 


Week ending | Week ending—Continued 

May 6 163, 722 | June 24 569, 
May 13- 168, 310 | July ate 575, ; 
May 20 168, 867 | July 8 557, 
May 27-- 186, 804 | July 1 584, 
June 3 186, 640 | July 2% 582 
June 10 535, 575 July 30 56, 
June 17- 506, 613 


The attached table B sets forth a tabulation of the number of people, not claims 
transactions, registered each month in New York from September 1944 to th: 
present. It will be noted from these figures again that the situation today is far 
less critical than the period during 1949. In fact the situation is typical of the 
short-term fluctuations which occur in New York and are usual in other parts 
of the country. Because these lay-offs are temporary, the States have concerned 
themselves with increasing weekly benefits to aid those who legitimately ar 
unemployed during these periods. 


WEEKLY BENEFITS INCREASED IN 22 STATES 


Much has been made of the fact that during this temporary period the ‘i: 
adequate’? unemployment insurance benefits must be increased in order bette: 
to tide over the claimant during his period of lay-off because of the conversio: 
process. In New York the maximum weekly benefit has been increased t 
$30 a week, effective with claims filed on and after December 31, 1951. The new 
table of benefits ranges from 51 percent of average weekly wages to 68 percen! 
before taxes. 

In the past the State legislatures have increased the benefits dependent o! 
local conditions. This past year demonstrated the manner in which the legis 
latures recognized the problems in their individual States when 22 State legis 
latures raised the weekly benefit amounts. A concise resume of the present statu 
of maximum weekly allowances is contained in the December 1951, Social Security 
Bulletin, issued by the Federal Security Agency, as follows: 

“By and large, changes made in the benefit formula during the 1951 Stat 
legislative sessions took the form of increasing the maximum weekly benef 
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amount rather than extending the potential duration of benefits. This emphasis 
on weekly benefits was to be expected in view of the continuing inereass . 
cost of living and the prospect that in the next few vears 
probably be sporadic and of short duration. 

~ “The 1951 sessions saw the establishment of the first $30 basic , 
benefit (six States Alaska, New York, North Carolina, Pennsvlv: ia, Washing 
ton, and Wisconsin) and the elimination of the last under-S20 benefit With the 
increase of the maximum weekly amount in Florida from $15 to $20. it 
possible for some claimants in every State to qualify for 
Twenty-two States (Alabama, Alaska, Florida, laho, 
Michigan, Missouri, Nebraska, New Hampshire, ow Me 
Carolina, North Dakota, Ohio, Pennsylvania, South Dal 
Washington, and Wisconsin) raised the maximum weekly, 
nereases ranging from $2 to $7.50. When all ame ndme 
51 percent of the workers who were in covered employ me rit 
tected by the laws of the 13 States that provide for 
of $27 or more. Under the 1950 laws, o1 


Nation’s covered workers, allowed a week 


in the 
unemployment will 


a weekly benefi 
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DEFENSE ORDER PROVIDES FOR JOBLESS 


We have already shown in this statement that there is 
tion because it has been demonstrated that the present unemployn 
oad is not inordinately greater than the normal situation existing 
if the vear, and that the State legislatures have increased the benefi 
weekly maximum amount has been raised appreciably throughout 

Another reason for opposition to this measure 


ho nee 


is the fact that 
Government, recognizing the problem of joblessness in certain areas 
through Defense Mobilizer Charles E. Wilson that the Labor De 
procurement agencies start channeling defense 


parti 
contracts into jobl 
give them a price advantage of about 10 percent if necessary t¢ 
ment. In this order, Defense Manpower Policy No. t. the ffect 


7, ih I> 
1. Authorize the Labor Department to decide which areas 
Vs K 

JODWIs¢ . 


2. Order a newly created committee to decide what 


can handle, and 
3. Order the procurement officials to place the contracts there. 

Certainly the relaxation of material cut-backs where feasible and the plac 
ff defense contracts in jobless areas whenever possible will do more to cut dow) 
unemployment among workers in civilian industries than the more than 
f unemployment insurance benefits. What is necessary to 
ment is production, not handouts. 

Using the present State benefits as a guide, if this bill were enacted a New 
York claimant could receive a maximum of $45 a week in benefits In States 
which provide dependency benefits the maximum would be higher. In Michigan 
for example, it would be $56.50 where an individual has four dependents, in 
Nevada the maximum would be $61.50 if the claimant had four dependents 
in Alaska a claimant with three dependents could receive $81. 

Again referring to New York, if this law were enacted it is interesting to note 
the effect of a $45 weekly benefit check on the incentive of an individual to work 
In order to be entitled to $45 a claimant in New York would have to earn an 
average of $70 a week. Assuming the claimant to be unmarried and without 
dependents, his Federal income tax would amount to $11.40 per week, his social 
security, disability benefits premium and State income tax would amount to 
another $2.60. He would have to spend at least $1 a week for transportation 
and an average of $3.75 per week for lunch. This leaves him a net of $51.25, if 
no other deductions are included. It is not too difficult to see that at a net loss 
of $6.25 a week an individual in New York would have a well-paid vacation. It 
is obvious, then, that what is proposed is an overinsurance of the risk 
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COST MIGHT BE BILLION DOLLARS 


t 


While on the subject of finances, it should be pointed out that there are no cost 

figures for this program. The 1942 supplemental benefits were estimated at $300 

million when benefit payments were far lower. Today, with total benefit pay- 

ments amounting to $1.7 billion a 50-percent increase through Federal supple- 

mentation would cost at least $850 million. If the dire predictions of the sponsors - 

of this measure come to pass and unemployment rises appreciably, then it can be 
95909-—52———14 


te 
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estimated conservatively that the cost to the Federal Government would be 
billion dollars. 

It is not necessary for us at this time to go into the inflationary aspects of 
billion dollars on the economy of the country nor to have to point out that a billio 
dollars must be raised by taxes somewhere, somehow, and on someone. 

The sponsors of this measure have been careful to avoid all reference to federa 
ization of the Statesystems. What has been defeated time and time again, name! 
outright federalization of the unemplovment insurance system with its attenda: 
bureaucracy, red tape, and national standards, is now being attempted throug 
a subtle device. 

By holding out the tempting prospect of added funds the Federal Governme: 
is promoting changes by the State legislatures in the weekly maximum so tha 
each State would be able to enjoy a greater share of the Federal funds. At t 
conclusion of the national emergency, whenever that might be, the States th 
would be stuck with an inordinately high maximum which would not reflect t! 
proper relationship of weekly benefits to the average weekly wage in individu: 
States. 

Since the certification of the governor as to the continued existence of substar 
tial unemployment would be subject to review by the Secretary of Labor, it 
not unlikely that we would be presented with the prospect of the Secretary 
Labor determining that State laws must conform to standards set by his Depsr 
ment with regard to eligibility, disqualifications and benefit amounts in order t 
qualify for Federal supplemental funds. One might suspect, with the attempt 
made by unions in the past to secure a national unemployment insurance systen 
that this bill, if enacted, would be a device for organized labor to control thx 
unemployment insurance funds, benefits and standards through domination of th 
Department of Labor. 


BILL SHOULD BE DEFEATED, JOB LEFT TO STATES 


Time and again vour committee has defeated frontal attacks on the Stat: 


unemployment insurance systems. This time also your committee should rap 


the camel’s nose sharply so that it has no opportunity to insert itself in the tent 


For the reasons stated above this bill should be defeated and the subject matter 


left to the States to handle, just as they have so well in the past. 


TaspLe A.—Unemployment insurance and veterans’ allowance transactions summa 
of all unemployment claims transactions in New York State 


All 


aan, | Benefits All | Benefit 


claims 


Week ending— Week ending—Continued 


' 
Feb. 1, 1952 ; 274, 788 |$4, 649, 356 June 15, 1951 290, 774 |$3, 965, 914 
Jan. 25, 1952 286, 5 4, 662, O73 June 8, 1951__. : | 263, 56 4, 315, 26 
“ € 2 


Jan. 18, 1952 300,158 | 5,016, 873 June 1, 1951 
Jan. 11, 1952 

Jan. 4, 1952 

Dec. 28, 1951 

Dec. 21, 1951 

Dec. 14, 1951 

Dec. 7, 1951 

Nov. 30, 1951 

Nov. 23, 1951 

Nov. 16, 1951 

Nov. 9, 1951 

Novy. 2, 1951 

Oct. 26, 1951 

Oct. 19, 1951 

Oct. 12, 1951 

Oct. 5, 1951 

Sept. 29, 1951 

Sept. 21, 1951 

Sept. 14, 1951 

Sept. 7, 1951 

Aug. 31, 1951 

Aug. 24, 1951 235, 
Aug. 17, 1951 240, 68% 
Aug. 10, 1951. | 248, 
Aug. 3, 1951 254, 
July 27, 1951 264, 
July 20, 1951 275, 617 
July 13, 1951 287, 
July 6, 1951 233, 
June 30, 1951 250, 7 
June 22, 1951 276, 646 


}, 407, 050 May 25, 1951 
298, 655 May 18, 1951 
691, 882 May 11, 1951 
726, 880 May 4, 1951 
O85 Apr. 27, 1951 
, O28 || Apr.-20, 1951 
4, 443 | Apr. 13, 1951 
5, 546 Apr. 6, 1951 
, 380 Mar. 31, 1951 
273, 222 Mar, 23, 1951 
Mar. 16, 1951 
Mar. 9, 1951 
Mar. 2, 1951... 
3, 089 | Feb. 23, 1951 
, 640 | Feb. 16, 1951 
7,162 | Feb. 9, 1951 
47, O97 || Feb. 2, 1951 
9, 322 Jan. 26, 1951 
3, 824 Jan. 19, 1951 
j, 489 Jan. 12, 1951 
57, 951 | Jan. 5, 1951 
3, 247 Dec. 30, 1950 
, 887 Dee. 22, 1950 
», 665 | Dec. 15, 1950 
52, 316 Dec. 8, 1950 
39, 960 Dee. 1, 1950 
, 472 Nov. 24, 1950 : 976 
Nov. 17, 1950 316, 758 
Nov. 10, 1950 | 302, 213 
Nov. 3, 1950. 298, 255 
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Source: New York State Department of Labor, Division of Placement and Unemployment Insurance. 
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-Registered claimants for unemployment insurance 


and veterans’ 
readjustment allowances in New York State 


i j 


1944 1945 1946 1947 1948 1949 


nuary 30, 2 420, 535 2,615 322, 5 D3, 77 447, 671 292, 495 
bruary 28, 367 485, 887 209, 083 
526, 548 198, G&S 
471, 636 A 2. 62, 37. 34 999 20%) 

$51,139 | 396,27 :21, 943 173. 75 551. OS 4(), 
5OL, 350 A 52. 7 , 572 417, 582 300, 736 
197, 739 33, 006 355, 215 564, O57 ty ns 27 ; 747 
465, S57 377, 005 a : 
September 20, 211, 454 465, 807 350, 166 
October 21, 230, 867 413, 205 290, 809 
November 2 2 277, 15: 387, 027 302, 124 


16 


, 4 
ot), 210 


37, 905 


December 7, 5OS 320, 685 383, 464 PRR G38 
Source: New York State Department of Labor, Division of Placement and Unemy 


The Cuarrman. Mr. Triggs. 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIREC- 
TOR, AMERICAN FARM BUREAU FEDERATION 


The CuarrMan. Will you identify yourself for the record? 

Mr. Triaes. My name is Matt Triggs. I am assistant legislative 
director of the American Farm Bureau Federation. 

I have a short statement that I would like to present, Senator. 

The Cuarrman. We will be glad to hear you. 

Mr. Triaes. The opportunity of appearing before this committee 
and presenting the viewpoints of the American Farm Bureau Federa- 
tion relative to 5, 2504 is appreciated. The American Farm Bureau 
Federation is an organization of 1,452,000 farm families located in 47 
States and Puerto Rico. We are opposed to the enactment of S. 2504 
for the reasons summarized below. 

The bill would establish an unwise precedent. ‘The Congress, in the 
enactment of unemployment insurance legislation wisely provided 
that, except with respect to administrative expenses, the program 
should be on a self-sustaining basis. This bill would abandon this 
concept. The bill would change an insurance program into a welfare 
or subsidy program. Once the insurance principle is abandoned, once 
we establish a precedent for supplementing State unemployment 
insurance funds by contributions from the Federal Treasury, it will 
facilitate appeals in succeeding years to contribute Federal funds for 
other purposes and destroy the self-sustaining basis of the program. 
The history of other Federal expendituers would indicate that such 
supplemental payments, once started, will be continued indefinitely. 
The program would be gradually changed from a State-administered, 
State-controlled program to a program dominated and controlled by 
the Federal Government. 

The bill would establish an unwise national policy, namely, that 
those segments of our society which are adversely affected by the 
national defense program should be compensated for such adverse 
offocte by payments from the Federal Treasury. Inevitably any 

\ajor readjustment such as that imposed by the national mobilization 
program will involve sacrifices by and losses to a great many people. 
If we are to adopt as national policy the principle that the Federal 
Government should compensate each individual for such sacrifices and 
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losses, there is no end to the payments we shall be called upon to mak: 
from the Federal Treasury for this purpose. 

It would be equally valid to propose that draftees, forced to liquidat: 
a business they have developed, be compensated for such losses: or that 
business concerns, forced to curtail operations by the diversion o| 
materials to other purposes, should be compensated for any losses 
suffered for this reason; or that people on fixed incomes should receiv: 
payments from the Federal Treasury to offset the loss of purchasing 
power resulting from the inflation incident to the defense effort; o: 
that farmers who lose their labor supply to new defense industry 
should be compensate d for the losses thus sustained. 

Kach new program calling for new Federal expenditures will add to 
the size of the deficit in the Federal budget and contribute to infla 
tionary trends. The extent to which inflation will cause furthe 
deterioration in the value of the dollar is roughly proportionate to tl 
extent to which we resort to deficit financing. 

ln its concern to prevent further inflation and to aid in the restora 
tion of sound national fiscal policy, the American Farm Burea) 
Federation has recommended, and again will recommend, substantia 
reductions in Federal spending, including the expenditures in th 
budget of the Department of Agriculture, which are of particula 
importance and significance to farm people. If inflation is to b 
avoided and the most effective use made of our resources, it is impera- 
tive that each and every expenditure be rigorously scrutinized and 
that new spending proposals be approved only where they clearly 
and unmistakably are essential in the defense effort. We do not be 
lieve the expenditures proposed in this bill can be so classified. 

The consequences of Federal deficit financing are so far-reaching 
and disastrous to the maintenance of our economic concepts and 
institutions that we believe every group in our population should 
be willing to take whatever reasonable sacrifices are necessary. to 
avoid such consequences. 

It is therefore recommended, upon behalf of the American Farm 
Bureau Federation, that S. 2504 be denied approval. 

The CHarrMan. Thank you very much for your appearance and 
for your statement. 

Are there any questions? If not, sir, we thank you. 

The CHarrMan. Mr. Hawkey. 


STATEMENT OF HAROLD HAWKEY, SECRETARY, EMPLOYERS 
ASSOCIATION OF NORTH JERSEY, NEWARK, N. J. 


The CuarrMan. Mr. Hawkey, vou may identify yourself for the 
record, please, sir. 

Mr. Hawkey. My name is Harold Hawkey. I am secretary of 
the Employers Association of North Jersey, in Newark, N. J. 

Gentlemen, the members of the association I represent consist of 
both large and small employers, most of them manufacturing plants 
They employ over 42,000 people, and this year will pay in State and 
Federal une mployme nt compensation taxes a total of approximately 
$2 million. They have, therefore, a substantial stake and a rightful 
interest in the way in which the unemployment compensation pro- 
gram is operated; they are opposed to the proposals embodied in this 


bill. 
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The disadvantage of speaking at this stage of the proceedings is 
that much of the ground has been covered, so I will confine myself 
briefly to some brief comments and a few illustrations applicable to 
my own State. 

To begin with, this bill is predicated upon so-called findings which 
are mere window dressing. For example, Congress is supposed to 
find that ‘present benefits provided under State unemployment com- 
pensation laws are both inadequate and unfair to workers’’ suffering 
from unemployment occasioned by the defense effort, and that ‘‘allevi- 
ation thereof is essential to defense mobilization.”’ 

1. How does Congress know the benefits are inadequate and if they 
are, Whose business Is it to make them adequate? 

2. How is alleviation of the hardship of unemployment going to 
help the defense effort? 

3. Are the benefits of this bill to be confined to cases of unemploy- 
ment which have some connection with the defense effort? 

One of the most (if not the most) serious indictments against the 
provisions of this bill is the way in which it becomes operative in a 
State, i. e., upon certification of a Governor that ‘substantial’ unem- 
ployment exists in one or more areas. 

First. there is no definition of ‘“‘substantial,’”’ and thus neither assur- 
ance against arbitrary action nor hope of uniformity of application 
among the various States. Second, it requires such unemployment 
in only a single labor market area. Let me illustrate how ridiculous 
that is in terms of my own State. In New Jersey there are approxi- 
mately 1% million workers in ‘‘covered” jobs. One particular labor 
market area includes the resort district of Atlantic City. It has 
roughly 40,000 employees, about half of whom work in hotels and in 
establishments which cater to the hotel trade, with less than 7,000 per- 
sons employed in manufacturing. Every fall the Atlantic City hotels, 
the summer restaurants, the boardwalk shops and the recreation facili- 
ties lay off such large numbers of people that the labor market area in 
which they are located shows “substantial” unemployment. Right 
now, for example, there are about 35,000 people employed there as 
compared with 47,000 last summer. So in spite of the fact that this 
labor market area employs only 47,000 out of 1’ million workers (and 
less than 7.000 in manufacturing), seasonal employment conditions 
there could, under this bill, furnish the basis for the Governor of New 
Jersey to issue his certification to the Federal Government 

Whether he would or not is really beside the point. The power is 
there and it will be used in many States either willingly or under pres- 
sure from the same groups who are exerting pressure against you to 
pass this bill. 

What would be the result? Let me illustrate a possible result in 
terms of an employee whose salary is $50 per week, who becomes 
unemployed and is entitled to benefits. During one of the calendar 
quarters which constitutes this employee's base year, he worked an 
average of 4 hours overtime each week, so that he earned $57.50 per 
week. Under the formula contained in this bill, he would be entitled 
to weekly benefits of $37.38 (65 percent of $57.50). 

We will further suppose that our claimant is an unmarried man or 
woman without dependents. His Federal income tax deduction from 
a salary of $50 per week would be $10.10, leaving a net of $39.90, 
which he could earn for 40 hours’ work. By not working at all, 
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he can collect $37.38, a difference of only $2.52 per week, so where is 
his incentive to work? In fact, when you take into account such other 
deductions and expenses as carfare, unemployment compensation 
payments, union dues, and so forth, you may easily reach the point 
where he receives less money for aime than he gets in the form oi 
benefits. 

This is by no means an exaggerated or distorted example. You 
can use other figures and they all show the same thing: namely, 
that the result of this bill would be to yield benefit payments which 
in many cases would be so high as to remove the incentive to accept 
employment, particularly interim employment pending employees 
returning to their regular jobs. The United States Labor Depart- 
ment recently announced that the country’s labor force would have 
to be increased by several million workers. This bill will not help us 
to get them. 

There is considerable emotional appeal in the argument that 
because the Federal Government has caused people to become unem- 
ployed, it should help to take care of them, and the appeal is enhanced 
because the unemployment has something to do with the defense effort, 
which is supposed to involve equality of sacrifice. It would not be so 
appealing, but just as logical, to say that the Federal Government: 
should help to support. workers who are laid off because their emplove: 
has been bankrupted by the high income taxes imposed by the Federai 
Government. 

Moreover, the benefits of this proposed legislation are not confined 
to the victims of defense conversion, and the situation in cities like 
Detroit is being used to justify Federal intervention. There is no! 
even a reasonable excuse for intervention in view of the fact that the 
States themselves have the power to legislate increased benefit rates 
Many States have done so—in New Jersey, for example, the maximum 
weekly benefit rate has been increased from $15 in 1939 to $26 
currently, and an increase to $30 has been proposed and is probable 
This would represent a 100 percent increase in maximum week|\ 
benefits over a period in which the cost of living has increased by 90 
percent. Furthermore, in 1939 the average weekly benefit amount 
actually paid was under $10, whereas last year it was nearly $22, an 
increase of 125 percent. In short, no help from Washington is needed 

Finally, we have no illusions as to the real purpose of this bill. W. 
know that the Federal Government will demand its pound of flesh 
we know that in return for lending its financial support to State u 
employment compensation programs, it will demand, and secure, 
increasing control over those programs to the point where they ar 
c omplete ly federalized. 

Thank you, gentlemen. 

The Cuarrman. Thank you very much for your appearance 


Mr. Cooper? 


STATEMENT OF FRANK E. COOPER, ATTORNEY FOR MICHIGAN 
MANUFACTURERS’ ASSOCIATION, AND MICHIGAN MANUFAC- 


TURERS’ UNEMPLOYMENT COMPENSATION BUREAU 


Mr. Cooper. Mr. Chairman and Senators, my name is Frank 
Cooper. Iam attorney for the Michigan Manufacturers’ Associatio: 
I filed with the secretary of the committee yesterday several copies © 
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a statement and I should like to ask the permission of the chairman to 
have the statement made part of the record, and toe merely comment 
briefly therean this morning. 

The CHarrMan. Yes, sir; you may do so. The statement will go 
hh the record in full. We will be vlad to hear such comments as vou 
wish to make. . 

Mr. Cooper. In summary, Mr. Chairman, the manufacturers of 
Michigan oppose the defense unemployment compensation bill of 
1952 on three grounds: 

First, that the bill is not needed, because the unemployments levels 
in Michigan are not critical. The unemployment benefits paid bv 
Michigan under the State law, which run as high as $35 per week and 
average more than $27 per week, are now more adequate, as con pared 
to wage levels and the cost of living, than they have been in the past 

The second ground which we wish to point out is that the bill grants 
untrammeled and uncontrolled discretionary r powe ers to the Secretary 
of Labor and thereby threatens the integrity of the State un set 2 
ment compensation laws. 

The third point is that it would be sounder economics, and better 
for everyone, to make jobs available for unemiployed auto workers in 
Michigan rs ather than pay them extra money for not working. If the 
1uto makers’ copper quotas are increased, the unemployment problem 
will lose its importance 

If I may add just a detail or two in support of those points. | 
appreciate that the committee has heard during the last few days a 
number of statistics as to the number of unemployment claims which 
are currently filed in Michigan. I obtained some figures yesterday 
which I think are perhaps a little more recent than those which have 
hitherto been given to the committee. 

For the month of January 1952, the average number of claims filed 
per week in Michigan was 114, 350, That is substantially lower than 

t had been back in January 1950, when the weekly claims load aver- 
aa more than 130,000. The trend at the bes time appears to 
be downward. The last figures available, which are for the week 

ending February 14, the total number of claims filed was only 93,500. 
The at is bringing the trend down to a point which compares with an 
average number of 40,000 to 50,000 claims filed per week during periods 
of full employment. 

In view of the present claim load in Michigan, J submit, Mr. Chair- 
man, that the need is not critical. 

As to the adequacy of the unemployment benefits provided under 
the Michigan law, let us see how they have risen as compared with the 
increase in the average weekly wages. In 1941, the average week ly 
wage of employees e ngaged i in manufacturing in Michigan was $41.5 
lt has now increased to $74.23, or an increase of 78 percent during 
a 10 years, and during those same 10 years the average weekly bene- 

t check has gone up 112 percent, from an average of $12 and a frac- 
tion in 1941 to $27.28 at the present time. 

Likewise, the rate of increase in the average unemployment compen- 

sation check paid under the Michigan law has outstripped the increase 
in the cost of living during the same period, as measured by the BLS 
Consumers Price Index. 

The committee, I know, has heard examples as to the inducement 
that the bill might have, were it enacted, in persuading some employ- 
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ees, that they might prefer idleness to a job, and let me mention just 
briefly one example i in terms of our Michigan laws. If an individua|! 
in Michigan earns $60 or $61 for a 40- hour. week, he would be entitled 
to receive under the bill, tax-free, a weekly benefit of $40. That is 
only $7 less than his net take-home pay for working, because after 
deducting the withholding taxes and social-secur itv tax, and say $3.50 
as a fair estimate for transportation, union dues, and lunches, he would 
have a net take-home pay of only $47, if he worked, and under the bill 
he would receive $40 a week for not working. 

The second point which we would like to submit to the committee 
deals with the delegation, which the bill proposes, of untrammeled 
discretionary power to the Secretary of Labor. It seems to me, Mi 
Chairman, the bill is a good example of what Justice Cardozo of the 
Supreme Court has called agg EM running oe 

The provisions of section 4, which are the focal point of the entire 
statutorv scheme, provide, in substance, when the governor finds in a 
single labor market area within his State that there exists a substantial! 
amount of unemployment, with no prospect that the unemployed work- 
ers will be employed at once, which presumably means today or to- 
morrow, the governor is authorized to make the appropriate certifica- 
tion to the Secretary of Labor. Tf he does make such certification the 
next step is for the Secretary of Labor to make a finding either confirm 
ing or refusing to confirm the governor’s certification. The Secre- 
tary’s determination as fo this is apparently final and nonreviewable 
and it would, accordingly, be within the discretionary power of th: 
Secretary to refuse to confirm a governor’s certification, if he so chose, 
and the State would be cut off. 

But that is only the beginning of the discretionary powers vested in 
the Secretary. If he does confirm the governor’s finding, then he is to 
“enter into an agreement” with the State. He can prescribe the terms 
of that agreement. The bill requires, to be sure, that the agreement 
shall contain specified provisions, but the bill does not prohibit th: 
Secretary from insisting on other terms and conditions which he might 
desire. Indeed, the bill extends a hospitable invitation to the Secre- 
tary to do exactly this, in that the bill requires that in such contracts, 
the State agency must agree to ‘otherwise cooperate with the Secre- 
tary’ in making payments. 

Under this provision, what is there to stop the Secretary of Labor 
from requiring a State to agree to vital and far-reaching c hanges in th: 
administration of its unemployment compensation act? 

Let me just point out one example in terms of the Michigan law 
I would like to point out that it is very doubtful, as the Michigan law 
now stands, whether an unemployed Michigan worker would be abl 
to derive these proposed supplemental benefits, if the Congress enacted 
the bill. Someone would no doubt have to carry the case through the 
courts to settle the point, because it appears on the face of section 
29 (3) of the Michigan act that an employee who claimed or received 
benefits under the bill, if it became law, would be dis qualified to draw 
any benefits under the Michigan act. Under section 29 (3) of th 
State statute to which I referred, that employee is disqualified for 
State unemployment benefits for any week with respect to which he is 
receiving unemployment compensation benefits under an unemploy- 
ment compensation law of the United States. 
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In view of this provision in the Michigan law, how would it be 
yossible for the Michigan agency to make the agreement that section 
4 (c) of the bill would require, that payments under the State law will 
not be denied or reduced by reason of Federal payments? This, 1 
think, is an example of how the bill would permit encroachment on the 
right of the States to supervise and control the administration of the 
State laws. I believe if the bill were enacted a long step would be 
taken down the road toward federalization of the unemployment 
compensation program, and that the bill would enable the Secretary 
of Labor to achieve by indirection federalization of the unemployment 
compensation program, which the Congress has hitherto refused to 
up prove. 

finally, Mr. Chairman, the Michigan Manufacturers’ Association 
urges that the sound approach to the problem is to put the people 
back to work. We have no unemployment in the automobile industry 
in Detroit that could not be speedily cured by allocation of an addi- 
tional 4,500 tons of copper for use in the auto industry. It is this 
lack of material which ts the prime and principal cause of unemploy- 
ment in Michigan. 

If the administration saw fit to cut down on the amount of copper 
being shipped abroad, and send a larger amount of the copper to 
Michigan, thousands of men would soon be back at work, and the 
asserted need for the bill would have disappeared. 

Thank vou. 

The Cuarrman. Thank vou very much for vour state ment 

(Mr. Cooper submitted the following supplemental 


STATEMENT OF FRANK E. Cooper, ArTroRNEY FOR 
ASSOCIATION AND MicuHiGAN MANUFACTURI 
SATION BUREAI 


manufacturers of Michigan oppose 
» grounds , 

The bill is not needed nemployment 
unemployment benefits paid by the State 
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3) It would be sounder economics, and better 
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THE BILL IS NEE! 


The benefit levels under the Michigan emplovmen 
kept pace with the increase in the cost of living and in w: 
average weekly wage of employees engaged in manufactu 
$41.59. It has now increased to $74.23 (January—October 1951 
average weekly gross wages have gone up 78 percent in the 10 ve 
During this same period, however, the average weekly benefit 
of total unemployment has gone up by more than 112 pere 
1941, to $27.28 (February, 1952 
The rate of increase in the Michigan average weekly unemploy1 
‘heck (which is net take-home pay) has also outstripped the incre: 
of living, as measured by the BLS Consumers Price Index 
There is no startling unemployment at the present time. In fact, for the entire 
country, unemployment claims are at a comparatively low level. During Novem- 
er 1951, a total of about 1,250,000 claims were filed; as compared with 2,730,000 
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filed in January 1950. Even in Michigan, which is cited as the outstanding «,- with the 
ample of the need for the bill, the level of unemployment claims is by no mea that suc 
unprecedented or critical. The average number of claims filed per week j; the Seer 
Michigan for the month of January 1952, was approximately 114,350, subst: Indeed, 
tially less than it had been in January 1950, when the weekly claims load averag: in that 1 
more than 130,000. During the last 3 weeks, ended February 14, 1952, 
average claim load was down to 100,920. there to 

The average benefit check in Michigan, as noted above, is in excess of $2 far-reac 
as compared with a national average of $21.63. The State next highest to Mi: Act? 
gan (Nevada) has an average benefit check of $24.21. Of course, employees wit! It is « 
dependents obtain larger weekly checks. For example, an employee with averag 
weekly wages of $52, who has four or more dependent children, receives a wee! 
benefit check of $35. 

Under the Moody-Dingell bill, the amounts paid for not working would bi 
large that actually, in many cases, people would prefer idleness to a job. | 
example, an unmarried Michigan employee earning $61 per 40-hour week wo 
receive, under the bill, a tax-free weekly benefit of $40. This is only $7 less t! 
his take-home pay would be if he had been at work (because if he had been wo 
ing, there would have been deducted a withholding tax of $9.60, social secur 
of 90 cents, and he would have paid, say, at least $3.50 for union dues, transp pensatie 
tation, and lunches). Unless the man were anxious to pay Federal taxes a tion by 
pay union dues, he might very likely conclude that he would rather have * Othe 
a week for not working than $47 a week for working. 

The bill is predicated on the proposition that the defense program has cau 
the unemployment of certain workers; and its justification is that, since t! 
unemployment has been caused by the imposition of the Federal Governme: 
program of preparing for the national defense, the Federal Government sho 
assume the responsibility of granting them supplemental aid ‘“‘to prevent 
imposition upon such workers of an inequitable share of the burden of the def: 
program.”’ But the bill is not limited to this announced purpose. It wo Final 
extend the benefits of supplemental payments to many individuals whose curr proach 
unemployment is in no way related to the defense program. } ment p 

As noted in the President’s economic report transmitted to the Congre cured | 


coopera’ 


ments W 
ing Fed 
Secretal 
compen 
the ent 
sions of 
tion of 1 
refused 
are all 


Labor ¢ 
general 
to mak 
thereby 


January 1952, the Nation is experiencing two kinds of unemployment; defe: industr 


unemployment, and nondefense unemployment. In a number of areas inemp 
pointed out at page 114 of the President’s report) where the defense progra amoun 
has had but little impact, the existing unemployment reflects the lack of dem to Mic 
for the products in which that area’s production is concentrated. This is need fe 
defense unemployment. It does not fall within the purposes described in than t« 
bill. 3ut the bili, as drawn, would apply to this situation just as fully as to Ty 
defense unemployment which is cited as the justification for the bill. Ae 
The bill overlooks the distinction which the President’s economic report ma} the fo 
and it provides benefits from the general Federal revenues to all indivi Mn 
covered under State unemployment compensation systems in any State _ Mi 
a single area of substantial unemployment, regardless of the cause of Vi 
unemployment. Mi 


Mi 

Mi 
The bill is a good example of what the Supreme Court has called ‘‘delega Mi 

running riot.’’ The provisions of section 4, which are the focal point of M 

entire statutory scheme, deserve careful attention. Under this section, the | 

step in putting the program into effect would be that the governor of a Si Mi 

would certify that in ‘‘one or more labor market areas’”’ there existed “substa 

unemployment” with ‘“‘no prospect of immediate reemployment.’”’ In ot 

words, once a governor finds that, in a single labor market area in his St 

there exists a substantial amount of unemployment with no prospect that 

unemployed workers will be reemploved at once, the governor is authorized 

make the appropriate certification. 
If the governor does make such certification, the next step is for the Secret 

of Labor to make a finding confirming or refusing to confirm the govern 

certification. The Secretary’s determination as to this is, apparently, fina! 

nonreviewable; and it would accordingly be within the discretionary power of 

Secretary to refuse, arbitrarily, to confirm a governor’s certification; and in t 

case, the State would be cut off. | 
This is only the beginning of the discretionary powers vested in the Secret: Mood: 

If he does confirm the governor’s finding, then he is to “enter into an agreem(¢ S ppo 
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with the State. He can prescribe the terms of that agreement. The bill requires 
that such agreement shall contain specified provisions, but it does not prohibit 
the Secretary from insisting on other terms and conditions which he might desire. 
Indeed, the bill extends a hospitable invitation to the Secretary to do exactly this, 
in that the bill requires that in such contracts, the State must agree to “otherwise 
cooperate with the Secretary” in making payments. Under this provision, what is 
there to stop the Secretary of Labor from requiring a State to agree to vital and 
far-reaching changes in the administration of its Unemployment Compensation 
Act? 

It is quite anomalous to direct, by law, that the several States shall make agree- 
ments with an officer of the Federal Government. When, as a condition of obtain- 
ing Federal aid, the States are required to make agreements which give the 
Secretary of Labora stranglehold over the administration of State unemployment- 
compensation laws, a long step is taken down the road toward federalization of 
the entire unemployment-compensation program. In many respects, the provi- 
sions of the bill would enable the Secretary to achieve, by indirection, a federaliza- 
tion of the unemployment-compensation program which the Congress has hitherto 
refused to approve. The Department of Labor, and the union sponsors of the bill, 
are all committed to complete federalization of the State unemployment-com- 
pensation laws. This bill bears within it the seeds of ultimate and certain abdica- 
tion by the States of their jurisdiction in this field. 

Other instances of broad discretionary power delegated to the Secretary of 


Labor are his power to define “average weekly wage’’ in certain cases; and the 


general power granted him under section 9 to make regulations—being empowered 


to make them without even consulting with the States which would be affected 


{ al 


thereby, if he finds that it would be impracticable so to consult with the States. 


END THE UNEMPLOYMENT 


Finally, the Michigan Manufacturers’ Association urges that the sound ap- 
proach to the problem is to put the people back to work. We have no unemplov- 
ment problem in the automobile industry in Detroit that could not be speedily 
‘ured by allocation of an additional 4,500 tons of copper for use in the auto 

principal cause of 
inemployment in Michigan. If the administration saw fit to cut down on the 
amount of copper being shipped abroad, and send a larger amount of the coppe 
to Michigan, thousands of men would soon be back at work, and the assert 


need for the bill would have disappeared. This would be, in all respects, bette 
than to pay them extra sums for not working. 


it 
lustrvy. It is this lack of material which is the prime and 


“ter 
I ( 


The Cuarrman. Mr. Reporter, vou will please insert in the record 
the following letters and telegrams: 


Mr. H. W. Laymon, Chillicothe, Ohio. 

Mr. H. T. Ennis, Jr., The Fort Pierce News-Tribune, Fort 

Mr. E. J. Kavanagh, Wheatland Tube Co., Wheatland, Pa. 

Mr. F. G. Koenig, Jr., Alabama By-Products Corp., Birmingham, 

Mr. C. H. Coppes, Coppes, Inc., Nappanee, Ind 

Mr. R. 8. Bedford, Chamber of Commerce, Bartlesville, Okla 

Mr. S. W. Arnold, Arnold Lumber Co., Kirksville, Mo 

Mr. James L. Rankin, Alabama State Chamber of Comm 
Ala. 

Manufacturers Association of Colorado, Denver, Col 

Mr. Samuel Lieberman, Fast Side Merchants Associati 

Mr. Paul A. Redmond, Southern States Industrial Cou 

Congressman Charles E. Bennett of Florida 

Mr. Howard Friend, Indiana State Chamber of Commerce, 


The letters and telegrams referred to are as follows: 


CHILLICOT! 
Fehr 
ator WALTER F. GroRGE, 
Chairman, Senate Finance Committee, 
Senate Office Ruilding, Washington, BG, 
Dear Mr. Georce: T am writing to express my opinion in opposition to the 
Moody-Dingell bill (S. 2504 and H. R. 6174) and to give you some reasons to 
support my opinion. 
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1. Our Federal Government is already loaded with a debt that is most seriously) 
affecting the future of our country. The Moody-Dingell bill could and probably 
would add another billion dollars to this national debt, which if not checked by 
a balanced budget, it could very easily destroy the free America that we hay 
always known. 

2. The bill is so worded that even one small labor market area of any Stat 
could force practically every governor into the certification of the eligibility ot 
his State for supplementary Federal funds even though the State as a whole did 
not need it at all. 

3. The philosophy is bad in that it indicates that the Federal Government 
should attempt to prevent any inconvenience to any person whatsoever becaus: 
of a shift from one type of employment to another: in this case, peacetime econ 
omy to defense economy. It seems that every good American should be willing 
to share his responsibility in the defense of his country, especially since the me: 
in the armed services certainly must make much greater personal sacrifices tha: 
any one who has to shift from a peacetime to a defense job. 

1. It is very dangerous to approach the point where a person receives almost 
as much pay for unemployment, in other words for not working, as he does fo: 
working full time. It certainly goes without saying that there are many peopl 
who have no desire to work under these circumstances and the avoidance of em- 
ployment would very seriously handicap the defense effort, as well as any pea 
time production economy. 

Without wishing to enumerate any further reasons and to make this letter t 
long, it is my hope that you will lend your support to the defeat of this bill. 

Sincerely yours, 


H. W. LAYMON 


Tue Fort Prerce News-TRIBUNI 
Fort Pierce, Fla., February 15, 195 
Hon. WaLtTerR F. Georae, 
Senate O fhice Building, Washington, D. C. 
Dear SENATOR GeorceE: I’m taking the libertv of writing to vou as a Senator 
from our neighboring State, and as chairman of the Senate Finance Committee. 
While just one man’s opinion, vou are definitely to be congratulated upon 
logical, common-sense and realistic view of our current tax situation. I’m 
that opinion goes for the great majoritv of Americans 

This letter, howe ver, Is 1n regard to the Moody -Dingell bill. To me it appear 
only as another raid by the States on the Federal Treasurvy—backed primarily 
a minority pressure group. Heaven knows we have had far too many such raid 


by far too many such groups. 


Obviously, this is no deman that would be sillv. Your career shows 
‘ 
{ 


react favorably to ce mands, bu 


ut that vou do respect and consider the \ 
others. I know vou will do just that in this case and your fina judgmer t 
merits of this bill is one I will respect, and accept. 
Despite a definite antipathy to the present administration, 
ional delegations from the Southern States are making b% 
on to a great, and desperately needed, effort to keep our 
even keel—and away from socialism. 
hope and trust that these delegations will make an even greater 
solid rs 
Ly sine re respect , eenator, for the splendid Work vou are 
Nation. 


Sincerely, 


nks, in the forthcoming national elections 


WHEATLAND 
HW heatland, Pa " Fe bruar 
Senator Waurer F. GeorGe, 
Senate Office Building, Washington, D. C. 

Dear Senator: As chairman of the Senate Finance Committee, may we dit 
your attention to the provision of Senate bill 2504 and House bill 6174. W 
would like to go on record urging your determined opposition to these bills f 
the following reasons. 

First of all, these bills have been proposed to alleviate a condition whic! 
claimed to be verv severe in but one ecitv in this entire countrv. However 
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could easily lead to a Nation-wide raid on the already overburdened Treasury 
On all sides there appears to be general agreement that further raids on the 
[reasury must be stopped, since the saturation point has apparently been reached 
insofar as Federal taxes are concerned. The servicing of the debt and the meet- 
ing of urgent defense needs has siphoned off so much purchasing power from the 
great mass of the people that further raids on the Treasury and the resulting 
increases in taxes may seriously cripple the economy of the country. 

It certainly appears to us that these bills will have the effect of delaying, if 
not seriously damaging, production for defense purposes, in that it will retard 
the movement of workers to defense areas where they are urgently needed. 
Certainly you will agree that any incentive for these workers to move to 
fense area will be destroved if they can obtain benefits for not working 
will approach the amount they may earn through employment It is ¢ 
possible that a laid-off worker may choose to accept these inflated benefits 
than accept a defense job in bis own area which would ordinarily be attractive 
to him. 

We not only believe that this would be a further invasion of States’ rights, 
but we feel that it would tend to invite further apathy on the part of the indi- 
vidual States to take care of their own problem. 

In view of the above points, and many others which will undoubtedly oecur 
to vou, we strongly urge your opposition to this seeming innocuous but potentially 
jangerous cure for a minor ailment. 5 

Very sincerely yours, 
WHEATLAND TUBE Co., 
KK. J. KavaANaGa, 
Works Manager. 


ALABAMA By-PrRopucts Corp., 
Birmingham, Ala., February 15, 1952. 
Hon. WALTER F. GrorGeE, 
United States Senator, 


Washington, D. C. 


DrEAR SENATOR: On behalf of this locally owned coal-mining and coke and coal 
chemical-manufacturing company, and for myself personally, I would like to 
express vigorous opposition to the Moody-Dingell bill (H. R. 6174) and to solicit 
vour vote and influence as chairman of the Senate Finance Committee in opposing 
it. Our opposition does not derive from blind prejudice to unemployment com- 
pensation but from practical experience in the impact of the Alabama unemploy- 
ment-compensation law (as controlled by Federal legislation) upon our company 
and our employees, from day to day dealing with the practicalities involved 
in the administration of this law and from first-hand experience in the give and 
take of the drafting and enacting of remedial amendments to the Alabama law. 
Remedial both in the sense of concurring to a reasonable degree in increased 
benefits amounts and more liberal eligibility conditions on the one hand and, on 
the other, in confining the law to its proper scope—tiding over the worker who 
loses his job through no fault of his own so as to cushion the impact of unemploy- 
ment and, in times of mass unemployment, likewise to cushion the economy as 
a whole—and in strengthening the powers of the State in controlling, and punish- 
ing, the fraudulent obtaining of benefits. 

While ostensibly ‘“‘emergency”’ legislation (although, admittedly, the ‘“‘emer- 
gency” is of a type which was not felt by the Congress to require action for a 
much more severe situation during the recent war) the Moody-Dingell bill is 
designed to engulf the various State unemployment-compensttion laws. It 
invites tremendous pressure upon the governor of a State somehow to find that 
there is “substantial” unemployment in only one labor-market area in his State 
so that all unemploved individuals in the State can receive ‘‘free’’ additional 
benefits (sec. 4 (a)). Free benefits, that is, in the sense that they are not paid 
from State taxes but as largesse out of Federal taxes; free in another sense, that 
since they have no immediate tax impact within a State but are buried in the 
national budget, they are free from any incentive or urgency to be held within 
reasonable limits. It provides that this process of Federal subsidy can be prac- 
tically self-perpetuating (see. 4 (b) (1)). Directly and indirectly it gives the 
Federal Government, and the Secretary of Labor in particular, control over the 
State systems (sees. 4 (b) (6), 4 (c), and 9). It gives the Secretary of Labor 
arbitrary authority to promulgate and enforce such rules and regulations as he 
may deem necessary (sec, 9). It provides, in order to be eligible, that a State 
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cannot reduce the compensation payable to an individual to an amount less tha 
would have been payable on January 1, 1952 (sec. 4 (c)). This means that 1 
matter how severe a depression may become and no matter how much the vali 
of the dollar may thereby be increased the dollar amounts of payments could 1 
be reduced and the real cost to the employer for unemployment compensatio 
would be tremendously increased at the very time when any increase in cost cou 
least be borne. This also provides the possibility that changes in eligibility an 
disqualification conditions in the State law could be claimed to result in less con 
pensation to the individual than he might have received on January 1, 1952 
and I am sure that this feature would not escape the attention of the Secretary 
Labor in his promulgation of ‘necessary rules and regulations. 

The plain fact is that if the Federal Government is concerned with the unen 
ployment situation in Detroit there are other and more fundamental specif 
remedies which are now and have for some time been available to it (and th 
statement is made not in a political but in a patriotic aspect): such things a 
making firm decisions on rearmament needs and of speeding up the process of 
change-over from civilian to military production rather than of freezing in plac 
that very reserve of labor which should gravitate to available defense worl 
Certainly the situation in Detroit does not justify opening the door to absolut 
Federal control of our State unemployment-compensation systems, although tha 
is the effect of the Moody-Dingell bill and that is why the Moody-Dingell b 
should be defeated. 

With kind regards, I am 

Sincerely, 
G. Koent Ji 


Coppers, INe., 
Nappane e. Ind.. Fehr uary 13, 1952 
Hon. Wanrer F. Greorce, 
Chairman, Senate Finance Commitiee, 
Washington, D. C. 

DrarR SENATOR GEeorGceE: We have just been reading a review of the Mood, 
Dingell bill, it being bill S. 2504, known as the Defense Unemployment Con 
pensation Act of 1952. 

The object of the bill is to supplement State unemployment benefits with 
Federal funds. 

As you, of course, are more familiar with the bill than we are, no particular 
purpose is gained by going into detail. , 

However, after watching the trend of things over the past years, one thi! 
stands out very plainly, and that is, while the bill is ostensively for the purpos 
of taking care of emergencies and benefits would be made available only throug! 
agreement with the Secretary of Labor and the governor of any State who might 
feel qualified for such benefits, we believe we know what the final outcome would be 

Once such a bill becomes law, you can feel very certain that it would becom: 
part and parcel of our unemployment-compensation procedure. 

If it was very definitely meant to be simply an emergency measure just for a 
definite period of time, no one would probably find too much fault with it, but 
is just as certain that is not the way it would work out. It is estimated that th 
additional Federal funds required would be approximately $1,000,000,000, and 
you know better than we how much monev would have to be actually collected 
through taxes to realize $1,000,000,000 to the wage earner. 

In other words, how long can this country continue to survive economical], 
by adding a billion here and a billion there until the final results become beyond 
comprehension. 

If we are going to do things like this for people of our own country, then let's 
keep some of the billions we are now spending to spread culture all over th: 
world, in our own country. 

Unfortunately the majority of the American people do not know of the hundreds 
of millions of dollars that are being spent every year to feed, clothe, and house th: 
tremendous number of Americans now overseas who are not adding one bit to ow 
relations with foreign countries. I am not referring to the military personnel o: 
others who are actually needed, but that large group of men and women who 
think they know just how every other country should govern itself. 

I may have gotten away from the original subject somewhat, but couldn’t hel; 
saying something about a condition which we believe if it continues will be th: 
downfall of our country. 

Yours very truly, 
Corres, INc., 
C. H. Coprss, President. 
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CHAMBER OF COMMERCE, 
Bartlesville, Okla., February 15 
WaLTeR F, GrEeorGe, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR GEORGE: We have received notice that the Finance Committe 
hearings on S. 2504, a bill which would permit the Federal Government to match 
50 percent of State unemployment compensation benefits, will be held in the near 
future, 

The Bartlesville Chamber of Commerce is opposed to any additional expendi- 
tures of the Federal Government for any State purposes whatsoever, unless these 
‘xpenditures directly benefit the war effort. In our judgment this is no time for 
the Federal Government to increase unnecessary expenditures. 

We also believe that additional money given to unemployment compensation 
would increase unemployment; and as unemployment is no problem at the present 
time we cannot see any reason why the Federal Government should be called on 
to increase unemployment benefits. We believe the more money the Federal 
Government gives away the more it will be called on to give away. Therefore, 

» would like to ask you to oppose 8S. 2504, and any other bill which asks to dissi- 

te Government funds unnecessarily. 

Yours very truly, 
R. 8. Beprorp, Secretary-Manage 
I hope vou will read this letter at the Senate Finance Committee meeting. 


ARNOLD LUMBER Co. 
Kirksville, Mo., February 14 
Senator WaLrer F. GEORGE, 
Chairman of the Senate Finance Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Senaror Georce: We are writing in opposition to the Moody-Dingell 
bill, which provides for certain amendments to the present unemployment-com- 
pensation benefits schedules which are in effect throughout the country. It 
appears to us that while there may be certain isolated spots in the United States 
where increased assistance might be necessary the over-all effect of this legisla- 
tion would be very dangerous and not beneficial. Your attention is called to the 
following points: 

1) It would definitely retard the movement of labor from one market to an- 
other, possibly having an adverse effect on defense industries. It is interesting 
to note that approximately 50 percent of our population have changed addresses 
luring the last 10 years which, in our opinion, indicates a freedom, which must 
he preserved. 

2) It would put an additional cost on the Federal Treasury, which has already 
burdened the taxpayer dangerously close to the breaking point. 

3) It will completely disregard the ability of the various States to take care 
of their own unemployment-compensation problems. Missouri has more than 
$200,000 in its reserve and should need no Federal hand-out. 

We hope that your committee will do the right thing and reject this legislation. 

Very truly yours, 
Wart ARNOLD 


STATEMENT OF WILLIAM L. Martin, CHAIRMAN, SOCIAL SECURITY COMMITTEE 
or THE ALABAMA STATE CHAMBER OF COMMERCE 


This statement is being filed on behalf of more than 600 employer members 
of the Alabama State Chamber of Commerce who last year paid almost $5,000,000 
in unemployment taxes. We are vigorously opposed to the Defense Unemploy- 
ment Compensation Act of 1952 (S. 2504) now being considered by this com- 
mittee, 

Our opposition does not spring from prejudice to unemployment compensation, 
but rather from practical experience in the day-to-day administration of the 
\labama unemployment-compensation law and from first-hand experience in 
the drafting and enacting of remedial amendments to this law. 

The State chamber’s social-security committee favors a sound, solvent State- 
administered unemployment-compensation program. In_ keeping with the 
original aims and scope of unemployment compensation it has tried to maintain 
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a program that provides partial protection against the loss of wages when 
employee is temporarily out of work through no fault of his owr, The Stat 
chamber of commerce has concurred in certain State legislation providing reaso 
able increases in benefit amounts and more liberal eligibility conditions. 

We oppose 8. 2504 which proposes to supplement State unemployment-co 
pensation benefits with a Federal subsidy for the following reasons: 

1. Passage of 8. 2504 means Federal control and the end of State-administer 
unemployment-compensation programs.—Federal supplementation once started 
will continue. There will be no turning back to a solely State-financed syste 
State legislatures will lose control over unemployment-compensation policies ai 
all pressures will be concentrated on Washington for increased benefits throu 
increased Federal supplementation. Once Federal money is injected into thy 
benefit-payment schedules, it will not be too long before certain Federal standard 
will become a prerequisite for continued Federal supplementation, States w 
be required to accept Federal control over all aspects of unemployment cor 
pensation in exchange for Federal money. The Secretary of Labor could us 
the regulation-making authority vested in him by this bill to compel compliar 
with certain Federal standards. There should be no illusions that Federal shari: 
of unemployment-compensation costs can be achieved without inevitable Federa 
ization of the unemployment-compensation program. 

2. Insurance principles will be abandoned.—As now conceived unemployment 
compensation is a jobless insurance with payroll taxes paving the premium at 
with benefits determined by the individual worker’s earnings and employment 
record. Supplementation will be a federal handout paid out of general revenues 
Supplementation is just another phase of the socialistic drive for a guarantes 
annual wage with the taxpayer paying the bill. 

3. Supplementation is contrary to defense policies —Material and manpower 
policies under the Defense Production Act are designed to dry up certain non- 
essential civilian production and to divert the manpower and material to war- 
production centers. Benefit payments fattened by Federal supplements wi 
discourage unemployed workers from immediately going to defense productio! 
centers where they are needed. 

4. Supplementation applies to all States—While the arguments in support of 
this bill are all slanted to apply to the Michigan situation the bill actually applies 
to all States. The governor of any State may certify to the Secretary of Labor 
that a labor-market area in his State has “substantial unemployment”’ and 1 
immediate prospects for reemployment. If the Secretary of Labor approves the 
governor’s certification Federal supplementation payments are to be mad 
For 15 years the United States Department of Labor has proposed various 
schemes to take over the administration of unemployment compensation. Fac! 
time Congress has rejected the Department’s proposals. Anxious to dominati 
State systems the Secretary of Labor will undoubtedly be most lenient in approv- 
ing applications for Federal supplementation. Furthermore tremendous pres- 
sure will be brought on the various governors to request supplementation  t! 
argument being that it is ‘Federal money” and other States are getting it so why 
shouldn’t we get it. It is possible that all States might apply for supplementa 
tion, and Federal supplementation might become universal. 

5. Supplementation 7s cosily.—Sponsors of this proposal are talking in terms of 
a few million dollars to relieve the Michigan situation. If supplementatio! 
spreads to all States or to the major industrial States the total cost to the ta 
payer would be greatly increased. 

6. Present benefits are adequate-—We object to the statement in the preamble of 
S. 2504 that ‘‘the present benefits provided under State unemployment compensa 
tion laws are both inadequate and unfair to workers suffering such unemploy 
ment.”’ State-benefit levels have kept pace with the cost of living and the dollar 
amounts have been repeatediv increased. Passage of this proposal means over 
riding the considered judgment of all State legislatures as to the necessary at 
proper amount of benefits to be paid. State legislatures have raised benefits 
as rapidly as they felt it safe and constructive to do so. They have kept in mind 
at all times the necessity of maintaining a substantial cash incentive for the unem- 
ploved worker to seek and accept work. 

7. Michigan should take care of its own problem.—Michigan along with other 
industrial States managed to adjust to the conversion problems of World Wat I! 
The unemployment problem in Michigan has been exaggerated. Considerab!) 
more unemployment has been experienced in Michigan in the past. There is 1 
crisis in Michigan that cannot be worked out by the State. Michigan’s unen 
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— 


ployment trust fund balance stands at $356 million. Until emergency action is 
taken by the Michigan Legislature and the trust fund is depleted, there is no 
need for Federal action. After all, unemployment compensation was designed 
to take care of situations now arising in connection with war conversion. We 
are confident the enterprising businessmen of Michigan will meet the present 
challenge, and soon will be taxing their full industrial capacity to n anufacture 
the materials of war our Nation now needs. More work generated by speedy 
egotiation of defense contracts—rather than a Federal hand-out—is the solution 
to unemployment in the Michigan area. It is understood that Mr. Charles F. 
Wilson, Director of Defense Mobilization, has alreadv taken action in this direc- 
Tron. : 

8. No problem in Alabama.—In Alabama as in most other States, t] 
employment crisis. In January of 1950 high unemployment 
the problem was solved without Federal assistance. Furthermore, Alabama’s 
unemployment-compensation trust fund balance is a healthy $65,354,192 as of 
December 31,1951. This amount is sufficient to pay 148,000 unen ployed workers 
a maximum benefit of $22 a week for a maximum period of 20 weeks. We 
and want no Federal supplementation of unemployment benefits in Alabama. 

Your attention is invited to the fact that the Governor of Alabama, Hon. Gordon 
Persons, has expressed his opposition to 8. 2504 in the following telegram sent t« 
the members of the Alabama congressional delegation: 

“T urge vou to vigorously oppose Senate bill 2504. I feel that the preservation 
of the State unemployment insurance system is much moreimportant to the Nation 
than raising the benefits to the workers ten porarily unemployed in Detroit We 
are against the Federal Government subsidizing any unemployment benefits 
connection with our State program,”’ 
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DENVER, Co.Lo., February 19, 1952 
Hon. WaLtTeR F. GEORGE, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 


Manufacturers Association of Colorado representing 185 member employers 
subject to provisions of Colorado Employment Security Act strongly oppose 
Moody bill, 8. 2504. Benefits payable to unemployed workers under the several 
State laws are fully financed by payroll taxes levied on employers. The amount 
of benefits payable to each qualified applicant has been determined by State 
legislatures and reviewed in legislative sessions repeatedly since 1936 up to cur- 
rent date. Lf any State law is inadequate that State should be expected to make 
appropriate correction. Present localized unemployment resulting account shift 
to defense production is not a situation different from unemployment contem- 
plated to be alleviated by the existing State acts. The huge cost estimated to 
be required under Moody bill payable from Federal Treasury funds is eventually 
a further direct burden on taxpayers now supporting the State programs. We 
view this bill as another indirect attempt toward federalization of unemployment 
compensation. 

MANUFACTURERS ASSOCIATION OF COLORADO, 

GreorGE W. Litsestrom, President, 

L. H. Kirren., Secretary-Manager 


Detroit, Micu., February 19, 1962. 
Senator WALTER F. GEORGE, 
Chairman, Senate Finance Committee, Senate Office Building: 


The East Side Merchants Association of Detroit expresses its deep concern 
over serious unemployment situation in Detroit area. We feel 8. 2504 would do 
much to alleviate this crisis and strongly urge your support of this bill which 
would provide supplementary benefits for workers suffering unemployment due 
to dislocations created by the defense emergency. 


SAMUEL LIERERMAN, 
Executive Secretary, East Side Merchants Association. 


95909—52———15 
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SoOvuTHERN Srares InpusrrRiAL Councit, INc., 
Nashville 3, Tenn., February 16, 1952 
Hon. WALTER F. Grorce, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear CHAIRMAN GeEorRGE: There is now pending before your committee 
bill, S. 2504, by Senator Moody, to provide supplementary unemployment co: 
pensation benefits in certain cases to workers unemployed during the nations 
emergency, and for other purposes. Cosponsors of the bill are Senators Dougla- 
Kefauver, McMahon, Maybank, Humphrey, Lehman, Benton, Thye, Grex 
Gillette, Magnuson, Murray, Hennings, and Kilgore. 

According to Senator Moody, the bill ‘‘relates to the unemployment situati 
which has been brought about by the need for converting many of our producti: 
facilities from civilian to military uses, and particularly for diverting the us« 
scarce materials ordinarily used for civilian production into military productio: 
He states that there are now some 175,000 such unemployed in the State 
Michigan and that other States, particularly in the New England area, a 
similarly affected. 

The principal argument advanced by Senator Moody in support of his bill 
that the defense effort is a national effort designed to further the security 
all the people and that its burdens should therefore be shared fairly by all. ‘“T! 
Congress,”’ he states, “has seen fit to enact legislation protecting other ma 
segments of the economy from hardship resulting from the conversion to defe1 
production.” 

The Southern States Industrial Council, representing employers througho 
Georgia and 15 other Southern States, is opposed to 8. 2504 in its present for 
for the following reasons: 

1. The bill goes far beyond the relief of unemployment which can be prope: 
attributable to the restrictions imposed on the use of steel, copper, aluminum, 
and other scarce materials under the authority of the Defense Production Act 
It contains no definition of what constitutes ‘‘substantial’’? unemployment. | 
we read it, ‘“‘substantial’’ unemployment in a single labor market within a Sta 
would make the entire State eligible for certification. As you know, we ha 
many small towns in Georgia and Alabama in which cotton textile manufacturiny 
is the chief industry. As you also know, this industry is in the throes of a seriou 
depression with resulting substantial unemployment. This depression and 1 
unemployment are not caused by any materials shortages produced by the defens: 
effort. Our shortage is a shortage of customers and but for defense spending 
this shortage probably would be even more acute. Nevertheless, as we read 
bill, Georgia, Alabama, Massachusetts, and other States with ‘‘substantia 
unemployment in the textile industry could qualify for the proposed additio: 
Federal ‘‘aid.’”’ And so could the entire State of Maryland because of existi 
unemployment in the one city of Cumberland. 

2. Under these circumstances, it is reasonable to suppose that if the Mood 
bill or anything similar to it is passed, every State in the Union will be certifi 
since there is probably no State in which ‘“‘substantial’? unemployment in at lea 
one labor market area could not be found by the Secretary of Labor. 1 
pressure on the governors will be tremendous. The arguments will be made this 
“it would cost us nothing anyway; other States are getting it, so why should: 
we?” As I think you will agree, we have found over the past 20 years 
such arguments usually carry great weight. 

There would also be tremendous and probably irresistible pressure o1 
State legislatures both to increase the amount of the weekly benefits (sine 
Federal Government would match such increases on a 50-50 basis) and to ext: 
the period during which compensation would be paid. Thus, Senator Mo 
states that Governor Williams, of Michigan, is already sponsoring a bill w! 
would increase the duration of such payments in that state from 20 weeks t: 
full year. To our way of thinking, this is not a good time to increase the inc 
tives and pressures for spending additional public funds. 

It is also true—and this is of significance to every State in the South—tha' 
under the proposed plan those States with relatively low weekly payments wo 
be at a disadvantage in getting their share of the Federal funds spent for 
purpose. 

3. The proposal is to increase the benefits without increasing the taxes to deft 
the additional cost. Presumably, therefore, this additional Federal spend 
would increase the size of the prospective deficit. No estimate is offered as 
what such a program would cost, but as already indicated, it would probably 1 
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into tremendous sums. Furthermore, although the bill is slated to remain in 
effect only for the duration of the emergency, it is more than likely that the burden 
it imposes on the taxpayers would never be lifted. 

4. It seems to be assumed by Senator Moody and others, and we believe with 
good reason, that the unemployment situation in Detroit and Michigan will be 
greatly alleviated once defense production starts rolling. It is also generally 
agreed and Senator Johnson’s committee has found that the production of arms 
of all kinds is lagging and behind schedule. The coordination of cut-backs has 
also been faulty as evidenced by the recent action of the Office of Defense Mobiliza- 
tion and the National Production Authority in increasing the ceiling on automobiles 
from 800,000 to 930,000 cars. To the utmost extent possible, this problem should 
be corrected by better management on the part of these and other agencies con- 
cerned. As Senator Moody himself said, ‘‘* * * There is the most urgent 
need for faster production. We hope to use our productive facilities with the 
greatest possible speed.” 

5. Senator Moody quotes with approval from a recent editorial in the Detroit 
News in which it is stated that ‘This is a Federal matter, which we hope will be 
placed on Washington’s doorstep squarely and emphatically.”’ 

We close with the observation that unless somehow we break the habit of placing 
every problem on the doorstep of Washington, we shall lose the very freedom we 
are preparing to defend. 

The council would greatly appreciate an expression of your views on this pro- 
posed measure. 

Respectfully submitted. 


SOUTHERN STATES INDUSTRIAL Coun IL, 


I 
By Paut A. RepMonp, President. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., February 19, 1952, 
Senator WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR GeEorGE: I understand that the Senate Finance Committee is 
holding hearings on Senate bill 2504. I have not made a thorough study of this 
legislation myself but the constituents who have written me about this legislation 
have been very strong in opposition to it. It has been stated to me that the esti- 
mated cost of the program would be very great, perhaps a billion dollars a vea 
and that the legislation might lead to a breakdown of state authorjty in the field 
of unemployment insurance. Iam further told that the legislation might lead t 
expansions which would be beyond the ability of the Federal Government to ade- 
juately handle, as high as the motives might be. As I have said before, I am no 
authority on this subject, but my constituents seem to feel that the legislation is 
ll-advised, at least all of them do who have written me about it I have bee 
advised that the national affairs committee of the Jacksonville Chamber of Com- 
merece studied this legislation and secured the official opposition of the Jacksonville 
Chamber of Commerce to this legislation. I will appreciate your consideratio 
ff these matters at an appropriate time during the hearings. 

With kindest regards, I am 

Sincerely, 
Cuar.es E. Bennett, M. C, 


STATEMENT OF HOWARD FRIEND, ResearRcH DireEcTOR, INDIANA STATE CHAMBER 
OF COMMERCE 


This statement is submitted by Howard Friend, Research Director of th 
Indiana State Chamber of Commerce, for and in behalf of the Social Security 
Committee and the membership of the Indiana State Chamber of Commerce 
It expresses the opposition of that organization to 8. 2504, which hereafter in this 
statement will be referred to as the ‘‘Moody bill.” 

In our opinion, no need exists for the type of legislation represented by the 
Moody bill. 

Should the bill be enacted in spite of this lack of need, it would 

1. Place another heavy burden of costs, estimated as high as $1,000,000,000 

ially, upon the already heavily overburdened Federal Treasury. 
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2. Lead directly to federalization and socialization of the already established 


and successfully functioning State unemployment insurance systems of t} 
country. 

All States including Indiana now have unemployment insurance programs esta 
lished by the respective State legislatures for the purpose of making unemploym: 
insurance benefits available to temporarily unemployed workers. These Sta 
programs are intended as protection against situations such as the current uptur 
in unemployment due to industrial conversion to defense production. 

These State systems already have encountered and dealt successfully wit 
temporary periods of increased unemployment that were far more serious in sco} 
than the current one. , 

In Indiana, for example, virtually all employees who might be laid off temp 
rarily because of a lag in defense production would be entitled to benefits that, 
most instances, would be at the Indiana maximum rate of $27 for 20 weeks. 

Indiana has in its unemployment insurance trust fund (as of December 31, 195 
a reserve of $216,246,172.19 for payment of future benefits. This reserve is lars: 
enough to pay maximum benefits of $27 for 20 weeks to more than 400,000 people 
even if in the meantime no new tax revenues were being collected. 

This reserve is equal to 18 times the average-annual amount of benefits that 
have been paid out in Indiana since benefit payments were started nearly 14 year 
ago. Similarly, the total Indiana fund now in reserve is greater by $52,059,828 
than the total amount of benefits paid out in the State during the entire period of 
April 1, 1938, to December 31, 1951. 

It is obvious that the Indiana unemployment insurance program is adequately 
financed and that no Federal subsidies will be required to assure the payment of 
all unemployment insurance benefits to which Indiana workers are entitled during 
periods ef unemployment. 

It is true that in recent weeks Indiana has had a relaitvely modest upturn i 
unemployment insurance claims, but this upturn, part of which is seasonal, already 
is subsiding. 

For example, for the week ending January 12, 1952, there were 23,051 compen- 
sable Indiana claims for unemployment insurance benefits, but for the week ending 
February 9, 1952, the number of these compensable claims had dropped to 21,108 

By comparison, there were 15,638 compensable claims in the final week 
January 1949; 32,487 compensable claims in the final week of January 1950, and 
11,693 compensable claims in the final week of January 1951. 

The 21-108 compensable claims in Indiana in the week ending February 9, 1952, 
represented only about 2 percent of the estimated 969,200 employees covered by 
unemployment insurance in Indiana. 

Obviously, there are no catastrophic unemployment conditions in the State of 
Indiana to justify emergency Federal relief. 

Actually, the manpower problem ahead in Indiana, as in the country as a whole 
is one of a serious shortage of workers, rather than a surplus. 

For example, the United States Labor Department itself is the authority for th 
prediction that the national labor force will have to rise from 65,200,000 people at 
the end of 1950 to 68,400,000 by the end of 1952 to meet defense and civilian 
production and military needs. For this to occur will require the hiring of many 
women, older workers, and handicapped people. 

The Moody bill purports to be in support of the defense production program 
but in many instances it would damage the program by offering a Federal cash 
bonus to workers to stay in areas of retarded civilian production when they ar 
needed for defense production in other areas. 

The bill is being promoted as being primarily for the benefit of defense workers 
in the Detroit, Mich., area—but it would apply to all States and would permit t!v 
channeling of Federal cash to all people who might qualify for unemployment 
insurance benefits, regardless of whether they had any connection with defense 
work, 

Participation by a State in taking the Federal money technically would 
voluntary on its part—but as soon as one State started taking it, the Governo! 
of every other State immediately would be subjected to tremendous pressure t 
find at least a single small area in his State to certify as having ‘substantial 
unemployment so that the Federal funds could start to flow over the entire Stati 

The plan of Federal supplementary benefits appears on the surface to be only tetm- 
porary since it would terminate under the proposed bill at the end of the present 
presidentially proclaimed emergency and at the expiration of the Defense Producti 
Act—but the country still is operating under many emergency powers grant 
11 years ago at the outbreak of World War II. 
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The proposed legislation gives lip service to the idea of not making unemploy- 
ment benefit checks more desirable than wages for working—but the 65 percent 
to 75 percent limitation applies to “average weekly wages’’ before Federal taxes, 
union dues and other deductions are taken out of the pay check. Actually, the 
inflated benefits for not working would be nearly equal, in many instances, to the 
‘take-home”’ pay level. ; 

While it is true that the immediate Moody bill does not inject direct Federal 
controls—except the State benefit amounts may not be reduced while the State 
is receiving the Federal subsidy—it is obvious that the Federal subsidies would 
provide the leverage through which those controls undoubtedly soon will be added. 

The pattern is clear. The Federal Government suddenly would step in with 
the extra cash to be added to the State unemployment insurance benefits. As 
more and more people became accustomed to the inflated benefit checks, there 
soon could be no retreat from them, and the Federal supplements would become 
permanent fixtures. With the acceptance of their permanency would come the 
Federal controls or outright federalization of the State unemployment insurance 
systems of the country. 


The CHATRMAN. I believe that completes the witnesses for today. 
The committee will stand in recess until tomorrow at 10 o’clock. 

(Whereupon, at 11:20 a. m., the committee recessed to reconven 
at 10 a. m., Friday, February 22, 1952.) 
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FRIDAY, FEBRUARY 22, 1952 


COMMITTEE ON FINANCE, 
Unitep STates SENATE, 
Washington, dD. ( 

The committee met, pursuant to adjournment, at 10 a. m., in 
room 312, Senate Office Building, Senator Walter F. George (chair- 
man) presiding. 

Present: Senators George and Butler of Nebraska. 

Also present: Senator Blair Moody, and Elizabeth B. Springer, 
hief clerk. 

The CHarrMan. The committee will come to order. 

Mr. Marshall, we will have to proceed, although this is a holiday, 
and Senators are very apt to take a holiday when it comes around. 
We will be glad to hear you, Mr. Marshall. Your statement will go 
in the record, and it will be read, of course, by all the Senators when 
we finally pass upon this matter. 


STATEMENT OF ALLEN D. MARSHALL, VICE CHAIRMAN, EM- 
PLOYEE BENEFITS COMMITTEE, NATIONAL ASSOCIATION OF 
MANUFACTURERS, AND ASSISTANT SECRETARY, GENERAL 
ELECTRIC CO. 


Mr. Marswaui. Thank you, Mr. Chairman. 

| am not going to bore you with the complete statement which was 
handed to you for the record, but I just want to point out, first, that 
[ work for the General Electric Co. in Schenectady, N. Y. This 
morning, however, I am appearing as a representative of the National 
\ssociation of Manufacturers. 

[ am vice chairman of that association’s employee benefits com- 
mittee, which considers problems of governmental and private pro- 
crams relating to the protection of employees in the areas of health, 
velfare, retirement, and unemployment. 

The National Association of Manufacturers is composed of about 
17,000 member companies, 83 percent of which employ fewer than 

100 emplovees. 

We all have a sincere interest in programs that are in the best 
nterests of the country, and many of our members are engaged 1 
defense work in varying degrees. 

We are all sympathetic with the problems of the unemployed, 
perhaps more so than usual, because in most cases the employer 
contributes the full amount from which unemployment compensation 

s paid. 

We have been puzzled by certain of the provisions of this bill, 
certain inconsistencies between the provisions and its purported ob- 
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jectives. However, we feel that the only way to arrive at a sensibl 
conclusion with respect to the bill is not so much a detailed examinatio: 
of the bill itself as to look at the basic objectives, the basic issues, befor 
us and, as I say, my statement has been filed with you, so I am only 
going to outline here those basic issues and the points we wish to mak 
with respect to them. 

The CuarrMan. Well, your statement in its entirety will be entered 
in the record. 

Mr. MarsHauy. Thank you, sir. 

In the first place, the proponents claim that the unemployment 
emergency is of an enormous extent, and that the State systems are 
unable to cope with or unable to act fast enough to cope with it. 

We do not believe that either of those two statements are true. W. 
do not believe there is an unemployment emergency of a greater extent 
than there has been many times during the past 10 years. 

We think that maybe the reverse is true. The Bureau of Labo: 
Statistics has recently stated that we will need 3.6 million additional! 
employees in the labor market by the end of 1953. They project 
about a 20-percent reduction of unemployment in 1952 compared with 
1951, and a 30-percent reduction in unemployment in 1953 as com 
pared with 1951. 

This approach, in attempting to seize on an emergency, has been 
used before. It was used in 1942 when, as a matter of fact, the un 
employment at that time was much greater than it is today. It was 
25 percent greater, and the number of exhaustions of unemploymen| 
compensation benefits was greater in 1942 than it is today. Yet the 
Congress passed no bill at that time, and the State systems were able 
to cope with the emergency. 

Back in those days the total assets of the State systems were around 
$3.4 billions. Today the assets of the trust funds for the State systems 
are nearly $8 billion so if they were able to cope with the emergency 
back in 1942, they certainly should be able to cope with it today if there 
is any such emergency that exists. 

Now, the other point that is made by the proponents is that the 
State systems are not flexible enough to act quickly on these things 
But here again we can only look at the record of their actions, as re- 
ported in the Social Security Bulletin of the Federal Security Agency 
Last year, in 1951, 46 State legislatures met, and Congress met, to 
consider the same problem for the District of Columbia. Only 4 of 
those 46 legislatures failed to change their laws in 1951, and 22 of those 
States specifically increased the amount of maximum benefits payable 
under the State laws, so we do not believe that the charge that the 
State systems are inflexible and move slowly is a true one. We think 
that they can really do the job and do it according to the best judgmen! 
of the people closest to the problem. 

Now, with respect to whether any Federal legislation is desirable 
or not. we do not believe that the Federal Government ought to sub- 
stitute its judgment for the judgment of the States as to the amount 
and duration of the benfiets that should be paid to the unemployed 
in any given State; and we think that any such Federal subsidy as 
proposed in this bill would tend to destroy the integrity of the State 
systems, to undermine the willingness of the legislatures of the vari- 
ous States to meet these problems themselves, which is basically 
where the responsibility for such systems ought to be. 
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We do not believe that any Federal subsidy such as the one proposed 
in this bill could be eliminated with the end of the mobilization 
emergency, whether that end is next year or 20 years from now; we 
think that it would have to continue. The States would either have 
to meet the new level or the Federal subsidy would destroy the State 
system. 

Just one other point on that, and that is the magnitude of the ulti- 
mate expenditures that might be incurred under this bill. 

We made some estimates here of what might have happened had 
this bill been in effect for the years 1946 through 1950. Now, during 
those years, 5.8 billions of dollars were paid out in unemployment 
compensation. We do not think that it would be possible for the 
covernors of many of these 48 States to resist the pressures that would 
be brought upon them to declare unemployment emergencies and 
hence get the benefit of the Federal subsidies for the employees in 
their States, if this bill were to become law. 

Therefore, we have applied 50 percent Federal subsidies to this 
$5.8 billions, and that would have represented Federal expenditures 
of $2.9 billions in that period 1946 through 1951, or 17.7 percent of 
the total Federal deficit for that period. 

We think that is an important thing if we are trying to defeat the 
inflationary aspects of further increase of the Federal debt. 

I just would like to sum up those two points by saying that, first, 
we do not think there is any emergency, and, secondly, we do not 
think that a Federal subsidy of the State systems is a desirable way 
to meet it in any event. 

Now, you have examined the bill and you have heard a lot of state- 
ments about it. I just want to make one statement with respect to 
the bill itself. 

The preamble of the bill apparently differentiates between defense- 
connected unemployment and unemployment arising out of other 
causes. In the actual bill itself the reasons for unemployment are 
immaterial except for one purpose only, and that apparently is in 
order that the cost of the Federal subsidy can be charged to the 
Department of Defense. There was not any other reason for that 
statement in the preamble as far as we can see from an analysis of 
the bill. 

It is only necessary under the bill that there should be unemploy- 
ment in one small area of the State due to any cause in order for that 
State to become eligible for Federal funds. 

If a maker of corn flakes decides to close his plant or a textile mill 
moves south or other circumstances totally unrelated to defense work, 
a certification is possible, and tax money from the other 48 States 
starts to flow into this particular State. So that, without going 
through all of the rest of the argument, | would just like to sum up 
by saying that we do not believe there is any great emergency now, 
any greater emergency, than there has been many times during the 
past 15 years. 

State funds are adequate to deal with it, and State benefit levels 
are adequate, in the opinion of the State legislators who fix them. 

The bill utilizes the mobilization emergency to impose a system 
of Federal subsidies which would tend to destroy these State systems 
which we do not believe is wise. 
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In addition, it provides for a considerable drain on the Feder: 
Treasury at a time when deficit financing is a serious inflationa 
problem. 

We believe that the bill should be defeated, but if any action shoul 
be taken it should be in two directions: First, the removals of th 
causes of the unemployment brought about by the defense effo 
and the strengthening of the State systems. 

We believe that you ought to treat the causes of the disease rath 
than the symptoms of it, and this might be done by a reexaminatio 
of the limitations in the procurement and allocation of materials, t! 
international agreements limiting out use of scarce materials, tl 
unjustified—perhaps unjustified—expansion of workweeks in a 
attempt to get out defense production where it might be better to 
put on multiple shifts and use more people. Those, we think, ar 
the basic causes of such unemployment as may exist due to the defens: 
effort. 

Secondly, we think that the State systems probably should 
strengthened rather than weakened by any Federal action. The: 
have been many proposals before you to strengthen those Stat 
systems. I understand one was mentioned here by the State admi 
istrators. 

The State administrators are the practical men who have had 
experience meeting these problems, so that we would recommen 
that you give very serious consideration to all of these measures an: 
particularly those recommendations by the State administrators 
rather than to take this road toward federalization of the Stat: 
system. Thank you very much. 

The CratrmMan. Thank you very much, Mr. Marshall. Yow 
whole statement will be placed in the record and will be available to 
the committee. 

Mr. MarsHauu. Thank you. 

(The prepared statement of Mr. Allen D. Marshall follows:) 


STATEMENT OF ALLEN D. MARSHALL, VICE CHAIRMAN OF THE EMPLOYEE BE) 
FITS COMMITTEE OF THE NATIONAL ASSOCTATION OF MANUFACTURERS, A? 
ASSISTANT SECRETARY OF THE GENERAL ELEcTRIC Co., SCHENECTADY, N 


INTRODUCTION 


Iam A. D. Marshall. I am assistant secretary of the General Electric ( 
Schenectady, N. Y. I am appearing before you as a representative of the Na 
tional Association of Manufacturers. I am vice chairman of the Associatior 
Employee Benefits Committee, which considers problems of governmental a: 
private programs relating to protection of employees in the areas of health, w 
fare, retirement, and unemployment. The National Association of Manufa 
turers is composed of over 17,000 member companies, 83 percent of which empl 
fewer than 500 employees. Our members have a sincere interest in the progran 
that are in the best interests of this country, and a substantial percentage of the- 
employers are involved in varying degrees as contractors and subcontractors 
defense work. 

Our members are sympathetic with the problems of the unemployed. In pra 
tically all cases, the employer contributes the full amount under which unemplo 
ment compensation is paid. After serious study, we are puzzled by certain bas 
inconsistencies between the provisions of the Moody-Dingell bill and its purported 
objectives. Therefore, we have concluded that the only way to arrive at a sensib! 
conclusion is to examine the basic issues before a detailed consideration of the } 
itself. 

The proponents of this legislation base their case on two major contentio! 

) The enormous extent of the unemployment emergency; and (2) the alleged 
inability of State systems to cope promptly and properly with this emergency 
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These contentions can best be evaluated by considering two questions: (1) Is 
there an unemployment emergency, and (2) is Federal legislation desirable? Only 
after these questions have been answered will we be in a position to evaluate the 
provisions of the bill itself. 


IS THERE AN UNEMPLOYMENT EMERGENCY? 


However, there is a real question whether a serious emergency does exist. 
Ever since Korea, there have been official predictions of imminent manpower 
shortage. It has been made abundantly clear that the major manpower problem 
is not that of unemployment but rather of lack of manpower. Regional and 
area labor-management manpower committees have been formed in many sections 
of the country to deal with labor shortages. Only recently the Bureau of Labor 
Statistics has stated that 3.6 million additional employees will be needed in the 
labor market by the end of 1953.1 

[sn’t it probable that such emergency unemployment as now exists is due to 
Federal policies in procuring and allocating materials, placing contracts, 
unnecessarily expanding workweeks and similar roadblocks to the natural opera- 
tion of our industrial system? If emergency unemployment exists, should it not 
be attacked at its source? 

Only 10 years ago this same approach was advocated when in a period of 
all-out war an unemployment problem of broader scope existed than is the case 
today. In fact, the average unemployment in 1942 was approximately 25 percent 
greater than the latest unemployment for which figures are available.2 Further- 
more, in 1942 the number of exhaustions of unemployment compensation benefits 
was greater than it is today.’ 

Let me give you a quotation which seems to me to be particularly appropriate: 

“The conversion of industrial plants from the production of peacetime goods 
to the production of war materials, and the drastic curtailment of civilian consump- 
tion required for the successful prosecution of the war, have already thrown 
thousands of persons out of work. Eventually these workers will be absorbed in 
war industries. In the meantime, there will be widespread distress unless the 
Federal Government takes appropriate action to cope with the situation which is 
now directly attributable to the war program.”’ 

The above quotation does not come from this week’s newspaper. It is @ 
quotation from a message of the President to Congress on January 19, 1942. In 
the intervening 10 years, additional attempts have been made, on the basis of 
conversion to defense work or from defense to civilian work, to inject a Federal 
subsidy into State unemployment comp2nsation systems. 

In 1942, the number of claims paid to the unemployed in Michigan—whers 

initiative for the current move was started—stood at 111,533 for the third 
week in February. By October 1945, the number of claims paid reached a peak 
of 265,000. It rose again to 260,000 in December 1949. The latest date for 
which figures are available shows the number of claims paid in: Michigan during 
the month of December 1951 amounted to 261,416. Thus, these figures reveal 
an unemployment emergency of no greater magnitude than has existed in the past 
this State. 

In the intervening vears, the State unemployment compensation funds, includ- 
ing that of Michigan, have weathered the storms they were designed for, whether 
these storms were due to conversion from civilian to war production in 1944 
or reconversion from war production after VJ-day in 1945, or other dislocations 
during the postwar years, without any Federal subsidy. In 1942, the unemploy- 
ment trust fund stood at a total of $3.4 billion. At the end of October 1951, 
the trust fund stood at $8.3 billion. This expansion of the assets in the trust 
fund has occurred in the individual States as well as in the total assets of all 
51 jurisdictions. There does exist unemployment due to the transition from total 
civilian to combined civilian and defense production. Many members of our 
association are fully aware of these dislocations, because they are concerned 
about both the human relations aspects and the financial impact of these dis- 
locations upon their own businesses. But it does not follow that Federal inter- 
vention is either justified or helpful. Otherwise, what is the purpose of this 
tremendous trust fund? 


Projects of Manpower Requirements and Supply, 1952-53, Bureau of Labor Statistics, U. 8. Depart- 
ment of Labor, February 1952. 
? Average unemployment in 1942, 2.7 million. Unemployment in January 1952 was 2.1 million. 
Bureau of Labor Statistics figures show 1,077,699 exhaustions for 1942 (excluding Wyoming and Indiana). 
For 1951, Bureau of Labor Statistics indicates that 810,580 exhaustions occurred 
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An amendment offered to the bill by Senator Moody on Tuesday, February 
would extend the duration of payments to claimants who had exhausted thei 
benefit rights for an additional period equal to half of the period for which he wa 
eligible under the law of his State. This is another instance in which sound Stat 
judgment with respect to duration would be adversely affected by Federal pri 
sumption. 

There is no showing nationally that large numbers of beneficiaries are exhaust i: 
their benefit rights. 

For example, the following table of exhaustions for the four quarters of | 
year 1951 indicates a national trend toward fewer rather than greater exhaustions 


First quarter . 
Second quarter__.___- ; wey 
‘Third quarter ; 174, 822 
Fourth quarter__._.____- , ee wae, 190 


272, 6: 


810, 580 


NS ete ete 


Statistics indicate a downward trend in the number of claims being filed. | 
exemple, in the State of Michigan, the following table indicates a progressiy: 
decline of claims filed over seven recent weeks: 4 


Jan, 3, 1952 rare ; : 130, 00( 
gan. 10. 1962. _.. f 7 124, 250 
Jan. a7, lvoe... : 2 108, 500 
Jan. 24, 1952__-. 102, 650 
gan. SY, 1962:..... 106, 350 
Feb. 7, 1952 ' _ 102, 850 


Feb. . 570 


This amendment would apply to any exhaustee whether his unemployment was 
defense connected or not. 

Proponents of this legislation take the position that the present level of unem- 
ployment benefits provided in the various States is inadequate. Who is to decid 
what is to be considered as adequate? Is the Federal Government to substit 
its judgment fer that of the various State legislatures who are certainly in the bes 
position to judge? The States have decided what they believe to be reasonal 
levels of benefits. Those who believe that specific State benefits are inadequat: 
are at liberty to direct their attention to the legislatures of those States in whic! 
they believe benefits to be inadequate, rather than overwhelm local discretion }) 
Federal dictation. 

However, the proponents will answer that the States cannot or will not 
fast enough to meet ‘the need for higher benefits’’.5 Let’s look at the re: 
Amendments to State unemployment compensation laws were considered 
46 State legislatures that met in 1951 and by Congress for the District of Columbia 
Of these jurisdictions, only four failed to change their laws in some respect. | 
the amendments that were enacted, a trend toward improving benefit provisio: 
is evident, with the emphasis placed generally upon the amount of increased we 
benefits.® 

Twenty-two of the States specifically increased the amount of maximum week 
benefits payable under State laws. Not only were there changes in various asp: 
of benefits, eligibility, disqualifications and related subjects, but 19 States amended 
the financing provisions of their unemployment compensation laws significant 
and a new system was adopted in two States.’ 

Exercising their best judgment, the legislatures of the various States have p! 
vided maximum unemployment benefits ranging from $20 to $30,8 depending 
the amount the State legislature believes essential to prevent unnecessary suffer 
while encouraging the unemployed to look for gainful employment. 

These facts indicate that the States have the capacity and the desire to mak¢ 
changes as and when conditions require. In fact, the numerous changes mad: 
the unemployment compensation laws in the various States in the last decade 
indicate that the States move much more promptly with respect to the area ol 
social security within their jurisdiction than does the Federal Government. 

‘ From the Operations Reports of the Michigan Employment Security Commission. 

5 President Truman's letter to Senator Moody, February 18, 1952. 

® Social Security Bulletin, Federal Security Agency, Vol. 14, No. 12, Dec. 1951. 

7 Social Security Bulletin, Federal Security Agency, Vol. 14, No. 12, Dec. 1951. 

® Bureau of Employment Security Unemployment Insurance Program Letter No. 267, October | 
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UNEMPLOYMENT COMPENSATION 


IS FEDERAL LEGISLATION DESIRABLE? 


Since the record demonstrates cre States have been reasonably prompt and 
lexible in making changes in their laws to meet changing situations, the question 
arises: Is Federal action desire able? This is an issue of such paramount iImpor- 
tance as to merit separate conside ration. a 

\ program that has operated successfully through the climactic years 0 the 
thirties and the war vears as well as the postwar period—a program that has sone 
through wartime conversion, reconversion to a civilian economy, and throu th the 
major impetus of the present defense program -could be weakened or destroyed 
by Federal action. ; 

'The State programs of unemployment comp ‘nsation are a lapted to th ’ con 1i- 
tions and circumstances facing the people of each State, and they have bee 
enacted bv those who are closest to those conditions and cire ee une Che 

varie ty in the State programs itself is evidence of a recognition o di ffering 
aaah of the ur ana eye 1 of the various States ; : 

If the Federal Government were now to substitute its judgment for that of the 
States as to the amount of benefits that ought to be paid, it would destroy the 
initiative, the willingness and the ability of the States to handle this importan 
problem at the local level. ‘ 

The proponents of this bill would subsidize unemployment due 
This action would, in fact, deter the unemployed from seeking avalls pening 
by providing nearly as much income to the unemployed as they c id oDtail 
through gainful emplovment. 

There would be no incentive for the unemploved to move thout 4. 
State to areas of heavy defense production and short labor supply such immo- 
bility would go directly counter to the President’s statement in his Economic 
Report transmitted to the Congress in January this vear. This message, in the 
section dealing with ‘‘expanding our industrial economy,”’ points out that there 
are shortages of certain skills and in certain areas shortazes of labor exis 
on to state that ‘‘Appropriate measures are being taken to encouraze 
recruitment, and the movement of workers when necessary, and t 
efficient use of the labor Supply by emplovers.”’ ® 

Not only would Federal subsidy negate this desirable movement of labor, but it 
would aiso make difficult the dispersal of new plants which the Federal 
ment feels necessary and desirable. 

Aside from the undesirable effect on mobility of labor, unemployment com 
ensation would not receive the extended consideration at the national level that 
it receives at the State level. This is well summarized in the following words-in a 
monograph by Prof. Herman A. Grav, former chairman of New York Unem- 
ployment Insurance State Advisory Council: 

\ greater measure of local responsibility and power offers more hope than 
increased centralization. In contrast to the Federal scene, the administration of 
inemployment insurance holds a prominent place in every State. State legisla- 
tures and executives have shown themselves to be especially sensitive to any 
lefects in the operation of their programs and they are quick to respond to the 

iticisms and demands which arise from local communities. They can be relied 
ipon, much more than Congress, to see to it that an adequate and effecti 
administrative organization is maintained.” 

If this bill becomes law, it seems likely that this Federal subsidy could not be 
eliminated with the end of the mobilization emergeney—this year, or 20 years 
from now. The result would be either that the States would be forced to increase 
their benefit levels to meet the levels imposed by Federal action or, what is more 
ikely, there would arise an irresistible pressure for the continuation and expansion 
of Federal benefits, thus destroying the present State unemploy ment-compensation 
benefit system. 

Even if Federal subsidies do not directly destroy the State systems, they may 
well serve to destroy sound and efficient administration at ay State level, simee 
most Federal money comes from outside of the States and is, therefore, usuadly 
‘onsidered to be ‘“‘free.’’ 

7a State system is well worth preserving. It serves two basic purposes. IT 

‘first place, it provides benefits to those who are unemployed to tide thenr over 
a temporary period of unemployment. In the second place, all of the State laws 
are so designed as to provide an incentive to the employer to stabilize his employ- 


oO promote 
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ie Economic Report of the President, January J6, 1952, p. 17 
Should State Unemployment Insurance Be Federalized, National American Enterprise A 
nomic Problems Monograph No, 419, March 1946, p. 51. 


Soe lation. 
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ment as much as possible, thereby doing much to eliminate some of the m 
important causes of unemployment. The provision of a Federal subsidy, or { 
substitution of Federal financing in place of employer financing would, for ; 
practical purposes, destroy the constructive approach to unemployment which 
inherent in the American system of unemployment compensation. 

Furthermore, the cost of such a Federal subsidy is worth considering. If, 
might be anticipated, the 50-percent Federal subsidy is applied to all of 1 
unemployment-benefit payments in all 51 jurisdictions, a measure of the cost m: 
be obtained by considering what the Federal Government would have had 
contribute during the vears 1946 through 1950 if this bill had been law. Duri 
those years, $5.8 billion has been paid out in unemployment compensation. 
50-percent Federal subisdy would have represented Federal expenditures of $2 
billion, or 17.7 percent of the Federal deficit which accrued during that period 

The estimated deficit for 1952 is about $8 billion. The President’s recent sta 
ment to Congress, transmitting his economic report, states that ‘“‘a dangerou It pr 
large deficit of close to twice that size is estimated for the fiscal year of 1953 deficit f 
there is not additional taxation.’?’ The proposed bill would add to the predict Waa 
deficit, thereby adding to the already dangerous inflationary pressure. "4 7 
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WOULD ENACTMENT OF 8. 2504 ATTAIN THE PURPORTED OBJECTIVES? 


Coming to the provisions of S. 2504, it seems quite clear that there is a sh: may b 
inconsistency between the purported objectives of the bill and the natural r 
of its provisions. STATI 
The preamble of the bill apparently differentiates between defense-connect: 
unemployment and unemployment arising out of other cause. In the actual | 
itself, however, the reasons for unemployment are immaterial—except as a ba 
for charging the cost of the Federal subsidy to the Department of Defense. Mr. 
The bill proposes in its first section on policy to supplement State benefits a faetur 
to help workers suffering from unemployment due to the ‘‘mobilization of 1 a 
Nation’s productivity resulting * * * in dislocations in the economy duri “— 
the national emergency.” " Tt goes on to say that “alleviation thereof is essent would 
to defense mobilization and must be considered to be part of the cost of 1 The 


defense program.’’!! However, the benefits provided in the bill are not ti pared 


actually to national defense. A governor is required to certify only that ‘‘wit! Mr 


one or more labor market areas of his State, there exists substantial unemplo 
ment * * * with no prospect of immediate reemployment in that lal lactur 
market area’? in order to reach agreement with the Secretary of Labor w! vears, 
would entitle the State to Federal subsidy. Thus, it is only necessary to hay I w 
unemployment in one area due to any cause, in order to become eligible for Fede: tl ° 
funds under this bill. If a maker of cornflakes decides to close his plant, if a text UhINngs 
mill moves south, or under other circumstances totally unrelated to defer sation 
work, a certification is possible and the tax money from all 48 States comes i: State 
Would not this create a pressure on the governor of each State to find one area in this 
however small, to have “substantial unemployment”’ thus getting the benefits ae 
Federal aid for all unemployed in his State? Would not this rapidly extend to — me 
all 48 States? Generally, advocates of federalization urge that all States should legisla 
pay the same benefits. While this bill inevitably leads to federalization, it would We 
be a kind of federalization which would magnify existing benefit differentials impro 
between the various States. For example, whereas the difference betwee: i 
Georgia’s average weekly benefit of $15.63 and Alaska’s weekly benefit of $27.25 ta 
now amounts to $11.62, Federal subsidy under this bill would increase that bill se 
differential to $17.48. Fir 
In addition to replacing local judgment as to the necessary level of benefits by 
Federal judgment, it seems obvious that under section 9 of the bill,-rules and O 
regulations would be drawn up by the Secretary of Labor for the administration vn 
of the bill. State administration would, therefore, be in danger of being sup- paid 
planted by Federal dictation. Prior experience with Federal administratio: Feder 
contrary to that intended by Congress has previously resulted in serious injury It. 
which required corrective congressional legislation. For example, one need only ’ 
recall the Knowland amendment to the Social Security Act. pay t 
a eran aad a rest 
12 Sec. 4a of S. 2504. On 
dole ; 
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CONCLUSION 


In conclusion, this bill serves no useful purpose. 

There is no greater unemployment emergency now than there has been many 
times during the past 13 years. Unemployment is no greater than it has been 
many times before. State funds are adequate to deal with current unemployment. 
state benefit amounts are adequate in the judgment of those closest to the people 

volved. 

The bill utilizes the mobilization emergency to impose a system of Federal 
subsidies which would tend to destroy the State 
programs. 

Federal legislation in this field is undesirable. Such intervention endangers our 
present State unemployment compensation system. 

And finally, the bill itself cannot accomplish the 
preamble. 

It provides for considerable drains on the Federal Treasury 
deficit financing constitutes a serious inflationary problem. 

We earnestly recommend that this bill be rejected. 


The CuarrMan. Mr. Wolfe, of the Illinois Manufacturers’ Associa- 
tion. You may identify yourself for the record, please, sir. You 
may be seated. 


unemployment compensation 


purposes set forth in the 


at a time when 


STATEMENT OF LEE R. WOLFE, ILLINOIS MANUFACTURERS’ 
ASSOCIATION 


Mr. Woure. My name is Lee Wolfe; 1 am with the Illinois Manu- 
facturers’ Association. 

Senator, I want to say that I have a short statement to make, and | 
would like to have it introduced in the record verbatim. 

The Cuarrman. Yes, sir. It will go in the record as you have pre- 
pared it, and you may speak to it as vou wish. 

Mr. Woutre. I am here as a representative of the Illinois Manu- 
facturers’ Association which has represented Illinois industry for 59 
vears, and we have among our members over 4,500 firms, 

I want to speak to this bill. One of the first and most important 
things we feel is the preservation of the State unemployment compen- 
sation system. Our association has taken a positive attitude toward 
State unemployment compensation laws. We have been interested 
in this from the drafting of the first act in 1936 through the innumerable 
amendments which have been made through the last session of the 
legislature. 

We work closely with other State-wide employers, in attempting to 
improve our State system. 

| am going to move down to some of the specific references to this 
bill so that we can get through with this job this morning. 

First, we feel that this would establish a Federal dole for a restricted 
class of people. 

On page 8 of the bill it states, “Each State shall be entitled to be 
paid by the United States’’—and we feel this language unlocks the 
Federal Treasury and sets up a dole system for the unemployed. 

It would require all persons, that is, all citizens, of the country to 
pay taxes into the Federal Treasury to support through a Federal dole 
a restricted class of people. 

On page 5, section 4 of the bill, it sets up the class that this Federal 
dole will be diverted to. It says: 

The amount of the Federal supplemental payment of unemployment compen- 
sation to an individual * * * _ shall be an amount equal to 50 per centum of 
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the arsount payable to such an individual under the provisions of the unemploy 
ment compensation of such State- 
under the provisions of the State unemployment compensation law. 

Now, only people covered by a State unemployment compensatio: 
act will be entitled to the proposed dole, and all others will be payin: 
Federal taxes to enhance the supplemental Federal payments to thei: 
fellow workers. 

Applied to Illinois it would mean that 2,695,000 persons, the numbe: 
of covered workers in Illinois who would be in this large favored class 
they would be covered. 

Some 1,358,300 employees would be irrevocably excluded by this 
proposal. 

In Illinois there are nearly 9 million citizens. We have in our 
civilian labor force over 4 million—that is for September 1951; and 
there are covered workers, people who are under the unemployment 
compensation law, who number 2,695,000. 

Out of the specialized group 108,000—those are the unemployed 
at present—of this 2,695,000 would become the special class favored 
by S. 2504. 

On page 4, line 15 of the bill, it says it would give every unemployed 
worker in the State the same “bonus’”’ or “dole’’ which is theoretically 
provided only those unemployed because of an emergency; and furthe: 
it will make supplemental payments of compensation to all unem- 
ployed individuals in the State. 

This would increase the Federal deficit. The payments proposed 
by S. 2405 would be a new and additional burden on an already un- 
balanced budget. Estimates of the cost of this legislation have varied, 
but it seems reasonable to assume that within every State a governor 
with the consent of the secretary of labor, would designate a labor 
market where there existed substantial unemployment. 

The pattern of coverage would be national. During the 1950 
calendar unemployment compensation benefits made by the various 
States to unemployed workers totaled $1,373,000,000. Fifty per 
cent of this would be $686 million more of a deficit to be added to the 
budget. 

We can see little justification for such an unwarranted expenditure 

It would be a threat to experience rating. Stabilizing employment 
by industry has meant financial security for the employees and high 
morale among workers and their families generally. Experience 
rating was written into every State unemployment compensation act 
to encourage employers to stabilize employment, and the system has 
been effective. 

Capital investment, product planning, advertising programs and 
new product developments have been used to stabilize employment 

A single flat-tax rate for unemployment compensation which this 
bill would foster would thwart all the good which has resulted from 
plans to stabilize employment. 

A flat grant or dole from the Federal Treasury amounting to 50 
percent of the present weekly benefit amount would be contradictory 
to the expressed legislative intent of the States which want the bene- 
fits of a merit rating system. 

We think it would destroy the will to work. 

Quoting the Illinois Labor Bulletin for December 1951, which is 
published by the Illinois Department of Labor: 
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Earnings of Illinois manufacturing production workers averaged $69.2 
week during October, compared to $65.17 nationally. 


Hourly earnings of production workers averaged $1.67, an all-time 
peak, Still quoting: 


Illinois pay weekly unemployment compensation benefits of $27 for 26 weeks. 


S. 2504 would add $13.50, making a total of $40.50 weekly benefits 
toan unemploved individual. 

The $69.22 State average is not take-home pay. It is gross weekly 
wages before income tax, social security, union dues, transportation, 
and incidentals. 

Acceptable authorities estimate the actugl difference between 
earned wages and state unemployment payments with the Federal 
supplement would be under $10. 

At present many jobs in Illinois go unfilled and many unemployed 
remain idle by consent, as a result of the narrow interpretation 
riven to the term ‘‘suitable employ ment.’ 

\n unemployed person is not required to investigate a job offer 
if it deviates more than the slightest amount from his hig hest job 
experience. The integrity of both the unemployed worker and the 
state emplovee would be taxed when the wages and the unemployment 
compensation, plus the Federal supplements, came so nearly to match 
each other. 

As has been stated by previous speakers there would be unreasonable 
pressure on governors and state legislators. They would be subject to 
aah political pressure to surrender still more of our State 
autonomy to the Federal Government. 

Groups within the State will importune the elected officials to accept 
the Federal supplements and they, of course, will state that there is 
reat need and that the State budget will not suffer. 

In conclusion, unemployment compensation is historically a State 
and not a Federal function. It is financed solely by employer con- 
tributions. State laws are in existence to care for cases of special 
hardship, not limited to the present emergency. 

Unemployment compensation is the negative and an unsound 
approach to the problem of unemployment compensation. There is 
only one answer, and that is jobs. It is the only dignified answer to 
men who believe in freedom and environment which will create work 
and jobs should be the first concern of our people and our elected 
representatives. 

I submit this statement and hope that the Senate Finance Com- 
mittee will find it a favorable statement. 

The Cuarrman. Thank you very much, Mr. Wolfe. Your state- 
ment will be placed in the record. 

Mr. Woure. Thank you, Senator. 

(The prepared statement referred to of Mr. Lee R. Wolfe follows: ) 


STATEMENT OF LeE R. Wo.ure, ILLINOIS MANUFACTURERS’ ASSOCIATION 


The Illinois Manufacturers Association, representing Illinois industry for 59 
years, embraces approximate lv 4,500 member firms. Over 90 percent of the total 
industelail output of the State is produced by member firms. Of the 1,213,700 
industrial workers in Illinois, approximately a million are employed by member 
firms, 


95909—_52——_16 
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Members of the association include industries of all sizes—large, small, a 
middle-sized—probably representing the most diversified industrial base of a: 
State in mid-America. The great majority of the membership of the IMA : 
so-called small manufacturers—30 percent employ less than 20 persons; 40 p 
cent less than 50 persons; 60 percent less than 100 persons, and 70 percent | 
than 200 persons. 


PRESERVE STATE UNEMPLOYMENT COMPENSATION SYSTEM 


The Illinois Manufacturers’ Association has taken a positive attitude towa 
our State unempleyment compensation law. From the drafting of the first co: 
prehensive act in 1936, including the series of amendments adopted by the Iin: 
General Assembly through 1951, the IMA has worked closely with other Sta 
wide employer and labor groups in improving our State unemployment comp: 
sation system. 

Illinois has experienced: “substantial unemployment” in certain areas of 
State both before and during recent periods of declared national emerzen 
But, to our knowledge, no ig omen representative of any employer, labor 
Government group asked the General Assembly of Illinois to petition the Fed« 
Treasury for funds to meet local unemployment compensation problems. 

Unemployment compensation from the start has been an employer or a Si: 
function. It was based on insurance principles, since the concept of an “un 
ployment dole” is both unsound in-principle and foreign to our ideals and inst 
tions. 

_ IMA with this background opposes the passage of 8. 2504 which wi 
graft a Federal dole onto our employer-financed, State unemployment compen 
tion ane m. 


2004 WOULD ESTABLISH A FEDERAL DOLE FOR A RESTRICTED CLASS OF WORK! 


mene 8, section 6 (a): “Each State shall be entitled to be paid by the Uni 
Sts ate * + - ”? 

Thi is language unlocks the Federal Treasury and sets up a dole system for 
unemployed. It would require all persons who pay a tax into the Federal T: 
ury to support, through a Federal dole, a restricted class of people. 

Page 5, section 4 (b) 3, sets up the special class who will be given the dole. 

‘The amount of the Federal supplemental payment of unemployment aera 
sation to an individual * * *_ shall be an amount equal to 50 per centu 
the amount payable to such an individual under the provisions of the unemp! 
ment compensation of such State * * * 

Only people covered bv State unemployme nt acts will be entitled to the p: 
posed dole. All others will be paying Federal taxes to enhance the supplementa 
Federal payments to their fellow workers. 

Applied to Illinois it would mean 2,695,000 persons (1949 calendar year) 
number of covered workers in Illinois who would be the favored class. One millio 
three hundred and fifty-eight thousand three hundred employees would be irrev- 
ocably excluded by this naan 

Ae : enceie at eee, LT 
( ‘ivilian labor force acess 1951) - OLN oan : 4, 0538, 300 
Covered employees - - - _- os ae 2, 695, 000 
Unemployed : 108, 000 


The 108,000 out of the specialized group of £2,695, 000 become the special c! 
favored by 8S. 2504. 

Page 4, line 1 15, section 4 (a) (1), would give every unemployed worker in t! 
State the same “bonus,” or dole, which is the oretically provided only those ur 
employed because of the e mergency. 

“Will make * * #*, supplementary payments of compensation to all une! 
ployed individuals in the State * * ¥*,” 


INCREASING THE FEDERAL DEFICIT 


The payments proposed by S. 2504 would be a new and additional burden o1 
an already unbalanced budget. Estimates of the cost of this legislation hav: 


varied, but it seems reasonable to assume that within every State a governor 


(with the consent of the Secretary of Labor) could designate a labor market area 
where there existed substantial unemployment. 
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UNEMPLOYMENT COMPENSATION 


The pattern of coverage would be national. During the 1950 calendar year 
inemployment compensation benefit payments made by the various States to 
unemployed workers totaled $1,373,114,400; 50 percent of that would be $686,- 
557,200 more deficit to be added to the budget. 

We can see little justification for such an unwarranted expenditure. 


THREAT TO EXPERIENCE RATING 


‘Stabilizing employment”’ by industry has meant financial security for the em- 

oyee, and high morale among workers and their families generally. Experience 
rating Was written into every State unemployment compensation act to encourage 
employers to stabilize employment. The system has been effective. Capital 
investment, product planning, advertising programs, and new product develop- 
ment have been used to stabilize employment. 

\ single flat tax rate for unemployment compensation would thwart all the 
good which has resulted from plans to stabilize employment. 

A flat grant or dole from the Federal Treasury amounting to 50 percent of the 
present weekly benefit as proposed by 8. 2504 would be contradictory to the 
expressed legislative intent of the States. 


DESTROYING THE WILL TO WORK 


Quoting the Illinois Labor Bulletin for December 1951, published by the Illinois 
Department of Labor: “Earnings of Illinois manufacturing production workers 
averaged $69.22 per week during October, compared to $65.17 nationally.” 

Hourly earnings of production workers averaged $1.67, an all-time peak. 

Illinois pays weekly unemployment compensation benefits of $27 for 26 weeks. 
S. 2504 would add $13.50, making a total of $40.50 weekly benefits to an unem- 
ploved individual. 

The $69.22 State average is not take-home pay. It is gross weekly wages 
before income tax, social security, union dues, transportation, and incidentals. 

Acceptable authorities estimate the actual difference between earned wages 
and State unemployment payments with the Federal supplement, would be 
under $10. 

At present, many jobs go unfilled and many unemployed remain idle by consent, 
as a result of the narrow interpretation given to the legal term “suitable employ- 
ment.’”” An unemployed person is not required to investigate a job offer if it 
deviates more than the slightest amount from his highest job experience. The 
integrity of both the unemployed worker and the State employee would be taxed 
when wages and the dole so nearly matched. 


UNREASONABLE PRESSURES ON GOVERNORS AND STATE LEGISLATORS 


State governors and State legislators would be subjected to unreasonable 
political pressures to surrender still more State autonomy to the Federal Govern- 
ment. Page 11, line 4 of section 9, quoting: ‘“The Secretary is hereby authorized 
to make such rules and regulations as may be necessary to carry out the pro- 
visions of this Act.” 

Groups within the State will importune the elected officials to accept the Federal 
supplements. They will state there is great need, that the State budget will not 
suffer. 

CONCLUSIONS 


Unemployment compensation is historically a State and not a Federal function. 
It is financed solely by employer contributioons. State laws are in existence to 
care for cases of special hardship not limited to the present emergency. 


JOBS——-NOT A DOLE 


Unemployment compensation is a negative and unsound approach to the 
problem of unemployment. 

Jobs are the answer. It is the only dignified answer to men who believe in 
freedom. 

An environment which will create work and jobs should be the first concern of 
our people and of our relected representatives. 


The Cuarrman. Mr. Dunn—Stephen F. Dunn. 
Mr. Dunn, you may be seated. 
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STATEMENT OF STEPHEN F. DUNN, REPRESENTING EMPLOYERS’ 
ASSOCIATION AND FURNITURE MANUFACTURERS’ ASSOCIA- 


TION OF GRAND RAPIDS, MICH. 


Mr. Dunn. Thank you, Mr. Chairman. I appreciate this very 
much, this opportunity to be heard. I am filing complete copies of a 
statement which I will not endeavor to cover in its entirety now. 

My full name is Stephen F. Dunn. Iam a partner in the law firm 
of MeCobb, Heaney & Dunn, Grand Rapids, Mich. 

The CHatrMaNn. You may place your statement in the record. 

Mr. Dunn. Thank you. 

I am appearing on behalf of the Employers’ Association and the 
Furniture Manufacturers’ Association of Grand Rapids, Mich., and 
also as a Management representative on the Michigan State Employ- 
ment Security Advisory Council. 

In Michigan, Mr. Chairman, that advisory council is created | 
the statute, and consists of e ight members, four representing e mployee $ 
and four representing e mplove rs, who are appointed by the Governor. 

In these capacities I have necessarily maintained close contact with 
developments in the area covered by this bill. As a management 
representative on the Michigan State Employment Security Advi- 
sory Council I have been in touch with the operation of the Michigan 
law and with the policy considerations which the Michigan Legislature 
has weighed in determining the substantive provisions of the Mic thigan 
act. 

I realize that your committee is fully aware of the contents of this 
bill, and you have heard only objections to it, so I will not take your 
time by repeating that material. 

We, from Michigan, know that our legislature is in session now. 
If further benefits are needed that can be determined by democratic 
processes within our own State; and we know, gentlemen, that we 
have over $350 million in the Michigan fund to meet demands when or 
if needed; that we understand is more money than in the United 
States Treasury. 

The CHarrRMAN. More net money. 

Mr. Dunx. I am not in any way implying, and I want to make this 
very clear—I am not in any way implying that higher benefits are 
necessary or desirable in Michigan. But Michigan is used as a mode! 
in the introduction of this bill. 

On the contrary, we submit that higher benefits are not desirable 
in our State. Contrary to the impression created by the proponents 
of the bill, Michigan is already paying consistently the highest weekly 
benefits of any industrial State and is now paying a highe rT average 
weekly benefit than any Sate by more than $2. Mic chigan’s benefits 
have increased more rapidly than the cost of living and have kept 
pace with the general increase in wage levels. 

While average weekly wages have gone up 78 percent in the 
years since 1941 the average weekly benefit checks have gone up by 
112 percent, and a man with four dependent children can now in 
Michigan draw benefits of $35 a week. 

Yet, if the Michigan Legislature were to increase the schedule of 
benefit rates or the dependent’s allowance, the Federal supplementary 
payments would likewise increase accordingly. 
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For example, should the Moody-Dingell bill be passed in Wash- 
ington, and the Williams-Kowalski bill in Lansing, benefits of as much 
as $84 per week would be paid to some Michigan claimants. 

I would like to now give you a few facts about conditions in Michi- 
gan which I believe will be he Ipful to you, since our State is being used 
4s @ prime example, in an effort to show a need for this legislation. 

I also propose to present to vou some practical experience showing 
the reasons why the Michigan Legislature has, so far, considered it 
not only unnecessary but also unwise to raise unemployment benefits 
to any such levels as proposed by this bill. 

We submit that one test of the adequacy of unemployment com- 
pensation benefits is the frequency with which unemployed benefi- 
ciaries resort to public welfare. As a matter of fact, during the month 
of December 1951 there were only 102 direct relief cases in the entire 
State of Michigan, where relief was being paid as a supplement to 
income from unemployment compensation. 

The average monthly number of such cases of supplementation for 
the entire vear 1951 was onlv 62. For purposes of comparison it is 
interesting to note that during the month of December 1951 there 
were 911 relief cases in the State of Michigan as compared with 102 
where relief was being paid as a supplement to wages earned while 
working part or full time. 

While for the reasons indicated it may not be approprit ite to judge 
the adequacy of unemployment compe —— entirely by the <a 
of cases which require supplemental relief, it is possible to judge the 
seriousness of the unemployment situation by a study of the trends 
in relief cases. 

During 1951 the number of relief cases for the State of Michigan 
declined by more than 10 percent, from approximately 27,000 to a 
little more than 24,000, and the December case load was slightly 
below the average for the entire year. 

There is no evidence in these figures that Michigan unemployment 
benefits are so low as to force a substantial number of beneficiaries to 
apply for supplementary welfare payments, nor is there any evidence 
in these figures, any more than in the figures on claims, to support 
the contention that Michigan is in the midst of an employment prob- 
lem so serious as to constitute an emergency which cannot be handled 
by the State. 

We submit another test of the adequacy of benefits concerns their 
basic purposes and the possibilitie s of abuse. 

There is implicit in 8. 2504 an entirely new concept of the principles 
to be followed in se tting the level of unemployment-compensation 
benefits. As recently as December 1950, the Bureau of E meee ment 
Security of the United States Department of Labor said in a booklet 
entitled, ‘““‘Unemployment Insurance: Purposes and Principles, a 
Guide for Evaluating the Main Principles of Unemployment Insur- 
ance Laws,” that— 

The weekly benefit is designed to replace part of the current weekly wage loss 
of eligible workers. The objective is not to meet all of the beneficiary’s usual 
expenses when employed or to meet all his needs when unemployed. To accom- 
plish the purposes of the program, the weekly benefit amounts should therefore 
hy sufficient to cover the nondeferrable living expenses of insured workers. 
However, in view of the ultimate aim of the program to hasten the return of 
beneficiaries to suitable employment through cooperation with the Employment 
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Service and their own efforts, the weekly benefit which a worker receives shou 
not be so high in relation to his recent wages as to weaken his incentive to retur 
to work as soon as possible. 

Studies suggest that a benefit of at least 50 percent of weekly earnings is | 
quired to enable beneficiaries to cover basic necessities; and that a high proporti: 
up to 70 percent or more—- 
and the statement goes on and clearly recognizes the importance | 
maintaining a significant financial incentive for the employee | 
work, and suggests a benefit of no more than 50 percent of week|\ 
earnings, except with respect to low-wage earners and workers wit 
dependents. 

Now, as far as the Michigan Legislature is concerned, and the sam 
is apparently true in all the other States, there is no intention of ma! 
ing unemployment as desirable a status from a financial standpoint a 
employment. Leisure time certainly has a value to all of us, and it 
takes a substantial return to persuade an individual to give up his 
leisure. 

As recently as 1949 and 1950 we had a joint legislative committee 1 
Michigan which was set up to look into the entire subject of ow 
Unemployment Compensation Act, and its administration. This 
committee decided to start out with fundamentals, so it asked th 
labor and management members of the advisory council to submit thei 
ideas as to the fundamental principles which should guide the legis 
lature. 

The labor and management members of our State advisory coune| 
agreed on the following statement of policy: 

It is true that the law provides for the collection of taxes from employers t 
finance the payment of benefits to workers. But that fact does not mean tha 
the only proper standard for amending and interpreting the law is the amount 
of benefits payable to empolyees. The law provides for these benefits becaus 
it is in the public interest to pay benefits to unemployed workers under certai: 
conditions. Safeguards against abuse are just as important to the public interest 
as any other aspect of the law. 

The management members had this to say in a separate statement 
to the legislature: 

In setting the level of weekly benefit payments the public interest dema 
that weekly income during unemployment must not be high enough to prov 
an incentive for idleness for a substantial number of workers. There will alwa 
be a few employees whose inability to adjust to industrial life or whose pecul 
individual circumstances create a preference for compensated leisure, Tha 
group must be dealt with in other ways. But as tax-free benefits begin to ay 
proach take-home pay this group grows and begins to include more and mm 
workers whose continued willingness to work is essential to the volume of produ 
tion which determines our standard of living. When unemployment compensa 
tion starts destroying the will to work then it starts to defeat the public interest 


Now, gentlemen, the validity of this point of view can be illustrated 
from the practical experience of almost any employer subject to the 
unemployment compensation law; and since employers finance this 
entire program their interest is not only justified but very desirable 

However, there seldom is any compilation of experience of this 
type of a sufficiently broad nature to give a broad picture of possible 
abuses. We have such a compilation in Michigan. 

During 1951 a second joint legislative committee was created to 
investigate abuses among Michigan employees at the horse race 
tracks in Michigan. In the course of this investigation the com- 
mittee received evidence developed by a survey of the records of 2 
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croup of employees employed in this industry during the period from 
August 1950 to March 1951. 

Since the industry was highly seasonal it probably attracted a high 
portion of individuals who preferred to work temporarily on a seasonal 
basis. This is borne out by the fact that of the 48 cases which were 
reviewed, 34 involved individuals who had done no work other than 
seasonal work for many years. ‘Twelve of this group were exclusively 
seasonal—twelve of this group of exclusively seasonal workers were 
men. Between them, these 12 employees, with long records of ex- 
clusively seasonal work, drew 163 weekly benefit payments from the 
Michigan fund. The other 22 cases of exclusively seasonal workers 
involved women. Between them this group of 22 women drew 274 
weeks of benefits from the Michigan fund. The other 14 cases 
surveyed consisted of individuals whose work histories included 
substantial experience in other industries. There were 10 men in 
this group. 

Kight of these men completed their series of benefit claims without 
being referred to any job openings. The other two received a total 
of five referrals to jobs but were not hired. These 10 men drew a 
total of 130 weeks of benefits from the Michigan fund. 

None of the four women were referred to any job opening. They 
drew 39 weeks of benefits between them. 

These cases demonstrate a number of important facts which I will 
summarize in concluding—I will be through in a moment. These 
facts are, first, the so-called work-test in unemployment compensation, 
which assumes that malingerers will be weeded out by referrals to 
work and administrative inquiries into availability for work, is 
totally ineffectual as applied to individuals who have no personal 
financial incentive or compulsion to go to work. 

Second, whether it be because of lack of administrative funds, lack 
of imagination, or unwillingness to deny benefits, it is apparent that 
highly dubious cases are paid on a routine basis, without special 
investigation or determination. 

Third, under existing benefit levels, without raising them, sub- 
stantial numbers of claimants draw benefits under unwarranted 
highly questionable conditions. 

Now, in conclusion, if Congress now wants to do something con- 
structive about the unemployment compensation program, we recom- 
mend rather than this bill, your attention to the State administrator’s 
bill, which is H. R. 4133, and which provides for an allocation back to 
the States of any annual excess of tax collections under the Federal 
unemployment tax over disbursements for the cost of administration 
of the Federal and State agencies. 

[t also provides for the establishment of a permanent reinsurance 
fund to underwrite the solvency of the unemployment trust funds of 
the respective States. 

While I am no expert as to the financing of the program, it certainly 
appears that this proposal would do much to strengthen the position 
of the States and their funds as well as the security of the entire 
program. 

There is a place in the program for the strengthening of State 
funds, and we are for such a sound proposal, and in that connection I 
am referring to the State administrators’ bill. 
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The Cuarrman. Thank you very much. 

Are there any questions, Senator Butler? 

Senator BurLer. No questions. 

Mr. Dunn. Thank you. 

The Cuarrman. Thank you very much for your contribution. 
(The prepared statement of Stephen F. Dunn is as follows: ) 


STATEMENT OF STEPHEN F, DuNN, COUNSEL FOR THE EMPLOYERS’ ASSOCIATIO> 
AND FURNITURE MANUFACTURERS’ ASSOCIATION OF GRAND Rapips, Micu 
AND MANAGEMENT REPRESENTATIVE ON THE MICHIGAN STATE EMPLOYME) 
Security Apvisory CouNcIL 


Mr. Chairman, and members of the committee, my name is Stephen F. Dun: 
[ am a partner in the law firm of McCobb, Heaney & Dunn, Grand Rapids, Mic! 
I am appearing on behalf of the Employers’ Association and the Furniture Ma: 
facturers’ Association of Grand Rapids, Mich., and as a management represent: 
tive on the Michigan State Employment Security Advisory Council. In Mic! 
gan, this advisory council is created by the statute (sec. 3 (a)) and consists 
eight members (four representing employees, and four representing employers 
appointed by the Governor. 

In these capacities I have necessarily maintained close contact with deve! 
ments in the area covered by this bill. As a management representative on th 
Michigan State Employment Security Advisory Council, I have been im tou 
with the operation of the Michigan law and with the policy considerations wh 
the Michigan Legislature has weighed in determining the substantive provisions 
of the Michigan act. 

My work as counsel for the Grand Rapids associations has also brought me i 
touch with the act, so that I am familiar with its operation and practical effects 
in our community. In 1947, which was prior to the creation of the adviso1 
council, I was appointed by the Governor to a five “ian study commission, f 
the purpose of investigating the provisions and administration of the Michi: 
statute. Prior to that time, I served as a member of the Grand Rapids <A: 
Manpower Committee, under the War Manpower Commission. Startling ex- 
amples of abuse of the benefits provisions, even at the lower levels then existii 
were revealed bv those bodies. 

I do not propose to address myself to all of the features of the bill to w! 
exception might well be taken. Others have doubtless pointed out to you 
complete absence of need or justification for Federal intervention in the Stat 
unemployment-compensation programs, at an added cost to the Federal Treasu 
running into hundreds of millions of dollars. They have also made it clear th: 
enactment of this bill would be a repudiation of the judgment of the State leg 
latures and will bring about the inevitable and complete federalization of 
program. 

However, before discussing some facts about conditions in Michigan, w] 
relate to this bill, I wish to summarize some more general observations: 

The bill is similar to proposais advanced for similar reasons, and rejected by 
Congress in 1942, 1944, and 1945. These rejected bills, like the present bill, wi 
supported by grossly exaggerated estimates of unemployment and erroneo 
concepts about the purpose of unemployment compensation. 

While the bill purports to deal with the problem of ‘defense unemployment 
its first paragraphs, including section 4 (a), provide for ‘‘supplementary payme! 
of compensation to all unemployed individuals in the State.’ [Italics ours.] 

Moreover, the bill would, inevitably, become uniformly operative through 
the country. The only requirement is that the governors of the respective Sta 
certify that there exists substantial unemployment ‘“‘within one or more labor 
market areas of his State.’’ Imagine the pressure which would be brought ona 
governors to make this certification, which would be subject to annual renewals 

Therefore, the bill would clearly override the judgment of State legislatures a 
would accomplish, by subterfuge, the ambitions of those who would nationali 
the State unemployment-compensation systems, 

The bill would increase the benefit checks otherwise payable in a State |! 
50 percent or more. In Michigan, it would increase the ‘‘primary weekly benefit 
rate” by 50 percent, from $27 to $40.50, and the dependents’ allowances from $2 
to $4 for each of four dependents. Contrary to the impression created by pro- 
ponents of the bill, Michigan is already paying consistently the highest week 
benefits of any industrial State, and is now paying a higher average weekly benefit 
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than any State, by more than $2. Michigan’s benefits have increased more 
rapidly than the cost of living (and benefits have not decreased during any drop 
n the cost of living) and have kept pace with the general increase in wage levels. 
While average weekly wages have gone up 78 percent in the 10 years since 1941, 
the average weekly -benefit check has gone up by 112 percent. And a man with 
four depe .ndent children ean now, in Mic higan, draw benefits of $35 per week. 

Yet, if the Michigan Legislature were to increase the schedule of benefit rates or 
the dependents’ allowance, the Federal supplementary payments would likewise 
nerease accordingly. For example, should the Moody-Dingell bill be passed in 
Washington, and the Williams-Kowalski bill in Lansing, benefits of as much as $84 
per week would be paid to some Michigan claimants. 

Under the Moody-Dingell bill, an unmarried Grand Rapids employee who 
earns $60 per 40-hour week would receive a tax-free weekly benefit of $40 while 
inemployed. This employee’s take-home pay for working will be no more than 
$47 after such deductions as withholding and social-security taxes, plus transpor- 
tation, lunches, and dues or contributions. His cash incentive to work, even at 
is regular job, is only about $6 per week. And, what incentive would he have to 
work at a lower ceiling, established by wage stabilization, offered by another 
mployer, as interim employment? 

rhe practical results of such a situation were sharply demonstrated in Grand 
Rapids during World War If. Although at first an area of labor surplus, Grand 
Rapids soon became a No. 1 tight labor market, with help desperately needed by 
var contractors. One company, with a large parachute division employing a 
large number of young housewives, only recently in the labor market and receiving 
musually high piecework earnings in relation to their skills, laid off most of 
those employees due to a sudden cut-back. Other war contractors, due to the 
eilings imposed by the War Labor Board, were unable to hire these people be- 
ause, While refusing employment at wages below their unusually high piecework 
earnings, they continued to receive unemployment benefits despite widely pub- 
icized protests. Just consider how the Moody-Dingell bill, plus the increases in 


he State’s benefits since World War II, would accentuate such situations—and 
} 


luring a period when We are suppose ad o become strong. Private ¢ mploy ment 
offices in Grand Rapids today report that the refusal of compensation claimants 


o consider job opportunities while they can draw benefits is an everyday occur- 
rence. We only need look at the facts to prove the undesirable if not disastrous 
mplications and consequences of the Moody-Dingell bill. 

Moreover, the availability of matching money as an immediate pressure for 
insound liberalization of State laws would be followed by an even more powerful 
pressure at the expiration of the Federal program. Would you expect the States 
0 return to their former benefit scales at the end of the Federal program? 
\ctually, the States would be forced to liberalize their rates by at least 50 percent 
to meet the standards created by the “temporary” Federal payments. 

I should now like to give you a few facts about conditions in Michigan which 
I believe will be helpful to vou, since our State is being used, as a prime example, 
1 an effort to show a need for this legislation. I also propose to present to you 
some practical experience showing the reasons why the Michigan Legislature has, 
so far, considered it not only unnecessary but also unwise to raise une eins ment 
benefits to such high levels as are proposed in this bill. 

One test of the adequacy of unemployment-compensation benefits is the fre- 
jueney with which unemployed beneficiaries resort to public welfare while drawing 
their benefits. This is by no means an infallible indicator of the adequacy or 
nadequacy of benefits, because unemployment compensation can never be set 
high enough to keep some families off the welfare rolls. As a matter of fact, 
luring the month of Décember 1951 there were only 102 direct-relief cases in the 
entire State of Michigan where relief was being paid as a supplement to income 
from unemployment compensation. The average monthly number of such cases 
of supplementation for the entire year 1951 was 62. For purposes of comparison, 

is interesting to note that during the month of December 1951 there were 911 
relief cases in the State of Michigan where relief was being paid as a supplement 
to wages earned while working part or full time 

While, for the reasons indicated, it is not appropriate to judge the adequacy 
of unemployment compensation by the number of cases which require supple- 
mental relief, it is possible to judge the seriousness of the unemployment situation 
by a study of the trends in the number of relief cases. During 1951 the number 
of relief cases for the State of Michigan declined by more than 10 percent, from 
approximately 27,000 to a little more than 24,000, and the December case load 
was slightly below the average for the entire year. For the city of Detroit, the 





238 UNEMPLOYMENT COMPENSATION 


case load went through a similar decline, from about 13,000 to a little less tha; 
12,000. 

There is no evidence in these figures that Michigan unemployment compensa 
tion benefits are so low as to force substantial numbers of beneficiaries to ap; 
for supplementary welfare payments; nor is there evidence in these figures, an. 
more than in the figures on unemployment compensation claims, to support 
contention that Michigan is in the midst of an unemployment problem so seri 
in nature as to constitute an ‘“emergency,’’ which cannot be handled by the St: 
and requires the intervention of the Federal Government. 

Another test of the adequacy of benefits concerns their basic purpose. Ther 
is implicit in S. 2504 an entirely new concept of the principles to be followed 
setting the level of unemployment compensation benefits. As recently as Dec 
ber 1950, the Bureau of Employment Security of the Department of Labor sa 
in a booklet entitled “Unemployment Insurance: Purposes and Principles 
Guide for Evaluating the Main Principles of Unemployment Insurance Law 
that: 

“The weekly benefit is designed to replace part of the current weekly v 
loss of eligible workers. The objective is not to meet all of the beneficiar 
usual expenses when employed or to meet all his needs when unemployed * * 
To accomplish the purposes of the program, the weekly benefit amounts sho 
therefore be sufficient to cover the nondeferrable living expenses * * * 
insured workers. However, in view of the ultimate aim of the program to hast 
the return of beneficiaries to suitable employment through cooperation with 
Employment Service and their own efforts, the weekly benefit which a wor 
receives should. not be so high in relation to his recent wages as to weaken 
incentive to return to work as soon as possible * * *, 

‘“* * * studies suggest * * * that a benefit of at least 50 percent 
weekly earnings is required to enable beneficiaries to cover basic necessiti 
and that a higher proportion, up to 70 percent or more, is necessary for low 
wage earners and workers with dependents. To allow an incentive to wor 
however, the highest proportion of wage loss payable, whether for worker: 
the lower wage brackets or those with several dependents, should be somewh: 
less, perhaps 20- to 30-percent less, than weekly earnings.” 

The foregoing statement clearly recognizes the importance of maintaining 


significant financial incentive for the employee to work; and it suggests a benefit 


of 50 percent of weekly earnings, except with respect to low-wage earners ar 
workers with dependents. 

This statement of December 1950 is violently at odds with the present |! 
and the statement made by its author on January 23, 1952, in his Remarks 
Support of the Defense Unemployment Bill. 

In his remarks, Senator Moody said that his bill was “‘conservative,’’ in that 
did not propose to make the entire wages and living standards of men in 
“standby force’’ chargeable as a cost to the defense effort. He said that his | 
does not go that far, but “‘it does recognize that the proper minimum standard 
living are not met by State standards of unemployment compensation.’’ | 
provisions of the bill indicate the extent to which Senator Moody proposes to 
beyond the standards of 1950, and toward the ultimate objective of pay 
enough benefits to permit the claimant to maintain his standard of living wit! 
drawing on any of his savings, without resorting to other public programs and w 
out being under some pressure to find alternative employment. 

As far as the Michigan Legislature is concerned, and the same is appar 
true in the other States, there is no intention of making unemployment as desir 
a status, from a financial standpoint, asemployment. Leisure time has a valu 
all of us, and it takes a substantial return to persuade an individual to give 
his leisure. The amount of financial incentive needed to induce an individua 
work varies with his circumstances and personal characteristics. Ther 
always some people who value leisure so highly that the payment of compensat 
for idleness is sufficient to make unemployment a bargain. The level at w! 
weekly benefits are set determines the size of this group. If, as Senator Mo 
proposes, State benefits are supplemented to a level sufficient to maintain w 
Senator Moody might regard a minimum standard of living, the effect will be 
substantially increase the size of this group, who find themselves well situat 
while unemployed. 

As recently as 1949 and 1950, we had a joint legislative committee in Michi; 
which was set up to look into the whole subject of our Unemployment Compe! 
tion Act and its administration. This committee decided to start out with 
fundamentals, so it asked the labor and management members of the State emp 
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ment security advisory council to submit their ideas as to the fundamental prin- 
ciples which should guide the legislature in amending the act. 

The labor and management members of the advisory council agreed on a general 
statement of the public policy which included the following: 

“Tt is true that the law provides for the collection of taxes from employers to 
finance the payment of benefits to workers. But that fact does not mean that the 
only proper standard for amending and interpreting the law is the amount of 
benefits payable to employes. The law provides for these benefits because it is 
in the public interest to pay benefits to unemployed workers under certain con- 
ditions. Safeguards against abuse are just as important to the public interest as 
any other aspect of the law. * * *” 

Chis joint statement was supplemented in separate statements by the labor and 
management members of the advisory council. The labor statement did not deal 
chaustively with the subject of standards for establishing benefit levels, although 

did recommend paying benefits at a minimum level of 60 percent of wages. 
rhe management members had this to say: 

In setting the level of weekly benefit payments, the public interest demands 
iat weekly income during unemployment must not be high enough to provide 
un incentive for idleness for a substantial number of workers. ‘There will always 
be a few employees whose inability to adjust to industrial life or whose peculiar 

lividual circumstances create a preference for compensated leisure. That group 
must be dealt with in other ways. But as tax-free benefits begin to approach 
take-home pay, this group grows and begins to include more and more workers 
whose continued willingness to work is essential to the volume of production which 
determines our standard of living. When unemployment compensation starts 
destroying the will to work, then it starts to defeat the public interest 


; 


““WEEKLY BENEFITS SHOULD NOT EXCEED 50 PERCENT OF WAGES 


‘There are well defined points beyond which it is not safe to go in setting 
benefit ratings. As benefits are raised above 50 percent of the individual em- 
plove’s average weekly wage, the problems of the administrator in excluding 
malingerers become more and more difficult. The worker compares his benefits 
witb his take-home pay, not his gross wages. After the claimant deducts from his 
vages his withholding and social security taxes and his expenses of working, tax- 
free benefits equal to 50 percent of his average weekly wage become a substantially 

gher percentage of his prospective wages. An insidious, but perfectly rational, 

estion arises in the claimant’s mind. If, for example, the differential between 
benefits and take-home pay is $10 per week, he says to himself, ““Why should I 
vork for only $10 per week?”’ 

“Renofits should not be set higher than 50 percent of the average weekly wage. 
lhe worker should self-insure a substantial portion of his wage-loss, so that he will 
ave an effective incentive to cut his losses by returning to work.”’ 

The validity of this point of view can be illustrated from the practical experience 
almost any emplover subject to the unemployment compensation law. How- 
er, there is seldom any compilation of experience of this type of : ficiently 
road nature to give a clear picture. We have sucha compilation in Michigan 

During 1951, a second joint legislative committee was created to investigate 
uses among the Michigan employes of the horse-race tracks in Michigan. In 


irse of t} 


f 


is investigation, the committee received evider eveloped by a 


‘vy of the individual unemployment compensation claim and Employment 
Service registration records of a group of emplovees emplove: I I t 
g the period from August 1950 to March 1951. 


s } 
Since the ind 


stry under examination was a highly seasona 
tracted to it a high proportion of individuals who prefer to wor 

1 seasonal basis. This is borne out by the fact that of the 
iewed, 34 involved individuals who had done no work, 
rk, for many years. This was their only occupatio1 
welve of this group of exclusively seasonal workers were met 
der 30 vears of age, one was 38, one was 46, four were in their fiftic 


i 
} 
i 


re of unknown age, but had been working around race tracks for mat 
ght of these individuals were registered for work peculiar to their seasonal occu- 
ation and were not referred to any other jobs. The others showed some experi- 
» which qualified them for other lines of work but were not placed A few of 
hese individuals were referred to job openings, but either failed to apply or were 
t hired.’”’ Not one of these individuals was disqualified as being unavailable 


r work or because of having failed to follow through on a referral to an available 


} 
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job opening. Between them, these 12 male employees, with long records of ex- 
clusively seasonal work, drew 163 weekly benefit payments from the Michiga: 
fund. 

The other 22 cases of exclusively seasonal workers involved women. Three of 
these women were in their twenties, six in their thirties, eight in their forties and 
five in their fifties. Two of these claimants were temporarily disqualified becaus 
of unavailability for work, but managed to return to the unemployment compensa- 
tion rolls and draw out their benefits later on. All of these individuals had bee: 
employed at work of a clerical or custodial nature. None of them was success 
fully referred to other available work. Between them, this group of 22 women drew 
274 weeks of benefits from the Michigan fund. 

The other 14 cases surveyed consisted of individuals whose work histories 
included substantial experience in other industries. There were 10 men in this 
group—two in their twenties, five in their thirties and three in their forties. In 
this group were included the following skills: Factory produetion work, account 
or general office clerk, stock chaser, truck mechanic (20 years’ experience 
tool grinder, watchman, porter, truck driver, plant protection, and gas statio: 
attendant. Eight of these men completed their series of benefit claims without 
being referred to any job openings. The other two received a total of five refer- 
rals to jobs, but were not hired. These 10 men drew a total of 130 weeks of 
benefits from the Michigan fund. 

‘The four women who had skills in demand outside their seasonal occupations 
included one of unknown age, one 35 years old, one 40 and one 46. One had 
experience as a material handler in an industrial plant, two had had experience 
at unskilled factory work and one had 18 months’ experience as a ledger clerk 
None of these women were referred to any job opening. They drew 39 weeks of 
benefits between them. 

The period in which these claims were filed, allowed and paid was one of near- 
peak levels of employment in Michigan. In October, 1950, the number of em- 
ployed persons in Michigan reached the bighest point since World War II. There 
was a minor decline in employment after October, but by January 1951 recovery 
was well under way. 

It is not contended that these cases are typical! of the conditions under which a! 
unemployment compensation claims were being paid at the time. We have no 
way of knowing how typical they were. But we do believe it is safe to assume that 
there were many more such cases. 

Nevertheless, these cases do demonstrate a number of important facts which are 
pertinent to the present proposal. These facts are: 

First: The so-called “work test” in unemployment compensation, which as 
sumes that malingerers will be weeded out by referrals to work and administrative 
inquiries into availability for work, is almost totally ineffectual as applied to 
individuals who have no personal financial incentive or compulsion to go to work, 

Second: Whether it be because of lack of administrative funds, lack of imagina- 
tion, or unwillingness to deny benefits, it is apparent that highly dubious cases 
are paid on a routine basis, without special investigation or determination. 

Finally: Under existing benefit levels and existing levels of administrativ: 
performance, substantial numbers of claimants draw benefits under unwarranted 
or highly questionable conditions. Claimants with useful skills remain unem- 
ployed for months at a time in periods of heavy demand for labor. So far as 
appears, they make no adequate effort to secure employment, and the employ- 
ment service almost completely fails to place them in productive work. 

Now it might be observed that this analysis is not pertinent to the present bill, 
in view of the bill’s applicability to the so-called ‘“‘defense unemployed.” Ther 
are, however, two reasons why such an observation would have no merit: 

First, these cases involve individuals who are satisfied with their benefits at 
present levels. They show that administration is inadequate to protect th 
public in such cases. It is obvious that with a higher benefit level in relation to 
normal earnings many employes who now find it much more satisfactory to work 
will have crossed the line of indifference into the area of malingering. 

In the second place, these cases are pertinent because the provisions of 8. 2504 
will apply to these people as well as the so-called “defense unemployed.’’ As you 
know, when Federal supplementation under this bill becomes operative in a Stat: 
it applies to everyone who is already being paid under the State law. 

The following are the comments of another legal practitioner of many vears' 
standing in the trial of unemployment compensation cases: 

‘1. Under section 28 (c) each unemployed claimant, under the Michigan act, 
is supposed to be available to perform full-time work. The problem of enforcing 
this provision has been difficult in the past because the question of availability 
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ao 


me of subjective mental willingness on the part of the claimant to work. Although 
he will frequently state his availability, his lack of effort to find a job speaks louder 
than his words. Obviously, if the benefits to an unmarried claimant were increased 
from $27 to $40.50 a week, there would be very little incentive for this claimant 
10 go out in the open labor market to find ajob. Necessity is the most important 
factor to induce unemployed claimants to find work. This necessity, in my 
opinion, will be eliminated by the increases proposed under the Moody-Dingell bill 

‘2. Section 28 (a) of the act was amended 2 years ago to further strengthen the 
eligibility provision by requiring that a claimant show that he “is seeking work.” 
(gain, we have the prohlem of the adverse impact that the proposed increases 
would have on any claimant who is supposed to be seeking work. In order to 
effectively administer this provision, in the light of the proposed increases, it 
would appear to me that vou would have to carefully screen every claimant to 
determine if each claimant is making a bona fide effort to obtain work. This will, 
of course, in turn place an increased administrative burden on the Michig 
inemployment compensation offices and will entail an increased cost in admi 
stration, if the act is to be effectively administered. 

“3. One of the more serious problems that comes to my mind is the wide dis- 
parity between the earnings of factory help and those employed in office and 
clerical capacities. The substantial increase in payment to factory employees 
might constitute a very serious hardship to nonfactory employers who are seeking 
to recruit help from factory unemployed people. They obviously would not be 
able to do so because the average of the weekly wages which they are able to pay 
(under wage ceilings) is probably at or below the level of the unemployment bene- 
fits that the factory claimant receives, or would receive. 

“4. Another dangerous situation arises when the governor certifies that there 
is a probability of increased benefits where substantial unemployment exists in 
one or more labor-market areas. The existence of these areas, as IT understand 
the bill, would allow unemployment benefit increases not only to the area but 
also to the entire State. Thus not only people who would lose their jobs from 
defense disruption, but also all other unemployed claimants in the area, as well 
as other areas, would obtain the higher benefit rate. Such ‘‘wind falls’’ would 
definitely contribute to malingering and to a desire on the part of many working 
claimants to become unemployed, if they realize that they can obtain such sub- 
stantial unemployment benefits when their unemployment is in no way related 
to the defense problem.” 

It has been argued that this bill is necessary to prevent the scattering of skilled 
help to other localities, so that they will not be available to their regular employers 
when they get under way with defense production. The present situation is not 
like World War II when there was a sharp cut-off and a later quick stepping up 
of employment. This time the transition is much more gradual and a large 
number of industrial workers will lose no time from work at all. 

As a result of this difference, lay-offs will be primarily among the most recentls 
hired unskilled or semiskilled workers. We feel that it is much better for all 
concerned to encourage these young men to move into productive work, wherever 
it may be, rather than to deliberately set out to keep them as an idle labor reserve 
by the proposed payments from the Federal Treasury. 

We have no need of Federal assistance of this sort in Michigan. We do not 
have any unemployment emergency now. We do not expect anything which 
cannot be satisfactorily handled under existing law. We hope that Congress 
will permit us to use our productive capacity in such a way that there will be a 
minimum of inconvenience for labor in Michigan and no unnecessary drain on our 
unemployment fund. But, whatever may come, we stand ready to take care of 
our own problems in accordance with our own judgment of what is necessary and 
proper. We certainly will not welcome the imposition of unnecessarily high 
levels of benefits which will complicate the already difficult problem of pre- 
venting abuse. 


The CHAIRMAN. Our next witness is Mr. North. 
Mr. North, you may be seated. 


STATEMENT OF A. F. NORTH, TREASURER, ALLEN-BRADLEY CO., 
MILWAUKEE, WIS. 


Mr. Norru. Mr. Chairman, I have a very short typewritten state- 
ment of somewhat less than three pages which I wish to submit for the 
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record and which, with your permission, I will read as the most ex- 
peditious way of presenting my views 

The CHArRMAN. Yes, sir; you may do so. 

Mr. Nortu. My name is A. F. North. I am treasurer of the Allen- 
Bradley Co. of Milwaukee, Wis. I have maintained an interest in 01 
unemployment compensation problems ever since the inception of th 
Wisconsin State unemployment compensation law adopted by Wis 
consin in 1932. My position in my company.has brought me into 
practical contact with this law and in ad@ition I have been a memb: 
of the social security committee of trade organizations in the State o! 
Wisconsin for many years. I have been for several years, and am no 
a member of the social-security committee of the Wisconsin Man 
facturers Association. 

My appearance is authorized by the Wisconsin Manufacturers Asso 
ciation, which consists of approximately 1,100 members representin: 
manufacturing firms employing 83 percent of all employees of manu- 
facturing enterprises in Wisconsin. About 360 of these members 
represent firms employing less than 50 employees. My views like- 
wise represent the views of the Milwaukee Association of Commerc: 
and I have been duly authorized to appear on behalf of this group. 

The Wisconsin Manufacturers Association and the Milwauke 
Association of Commerce appear in opposition to the Moody bil! 

We have been faced with similar proposals for Federal supplemen- 
tation of unemployment compensation benefits in 1942 when we wer 
converting from peace to wartime production, and again in 1945 
when we were reconverting from war to peacetime production. On 
each occasion, bills dee Jaring that an emergency existed, and request- 
ing the appropriation of hundreds of millions of dollars for the purpose 
of paying supplementary benefits, were introduced. In each instance: 
the bills failed, and history shows that such appropriation was not 
needed; that such an emergency as described by the bills did not exist 
and, that the respective States adequately met the problem wit! 
which they were faced. 

In viewing the entire employment and unemployment problem in 
this country at the present time, we find that on the whole we have 
full employment—fuller than the sponsors of the full-employment 
bill some few years ago ever anticipated. It is incongruous, there for 
that this country and the important bodies of the House and the Sena 
give consideration to a bill such as is being héard here today. 

Surely now is not the time to increase the Federal deficit by addi 
tional costs estimated variousiy from 200 million to a billion. 

For the most part, the State unemployment compensation system 
with experience rating as its bulwark, has operated successfully and 
has met the problems as they occurred. We believe that they can 
continue to meet these problems as they occur. 

An essential of changing from civilian to a defense economy is 
mobile labor foree—individuals should be encouraged to go where th 
defense industry needs them. If unemployment benefits are in- 
creased too much, individuals in areas having little defense busines: 
will be discouraged from going to defense production areas. When 


one considers these unemployment compensation benefits are non- 


taxable for Federal income tax purposes, such an increase does no! 
have to be too substantial. 
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Incidentally, the situation in the Detroit area, which prompted the 
introduction of this bill, is considered by many informed people to be 
more a seasonal fluctuation of transitory nature than an emergency. 

An implication of this bill is that no State benefits are adequate and 
that the Federal Government must step in and increase them. We 
believe that each State legislature is nearer the citizens of its State 
and better able to set equitable benefit levels for its particular situa- 
tion than any Federal authority. We also believe that if the Federal 
Government can increase benefits now, all indications are it will con- 
tinue doing this henceforth, and will probably continue to expand its 
functions to the eventual elimination of the State unemployment 
compensation systems. * 

We sincerely believe that this unemployment compensation function 
is one that can best be administered by the respective States as has 
been so well demonstrated in the past. If any changes in unemploy- 
ment compensation laws are to be made, they should and can be made 
at the State level. 

Thank you. 

The CHarrMaNn. Any questions, Senator Butler? 

Senator BurLer. Mr. North, it is your opinion that even if 
emergency arises that the States will be in a position to take care of i 

Mr. Nortu. I think so; yes, sir. 

Senator Butter. Thank you. 

The CuarrmMan. Thank you very much for your appearance. 

ls there any other witness present who wishes to offer anything for 
the record this morning? If so, the committee will be glad to hear 
any other witness at this time. 

The only other witness regularly scheduled will not be here until 
this afternoon. 

Mr. Hall, did you wish to add something to your statement in the 
record ? 

Mr. Hau. If I may, Mr. Chairman. 

The CHAIRMAN. Yes, sir; you may be seated. You have already 
appeared, 

Mr. Hau. Yes, sir. 

The CuarrMan. We will be glad to have you supplement your state- 
ment if you wish to. 


STATEMENT OF WILLIS H. HALL —Resumed 


Mr. Hauy. Mr. Chairman and members of the committee, when | 
appeared here 2 days ago, I presented some factual data to the com- 
mittee which I thought would be helpful in enabling the committee to 

arrive at a fair conclusion regarding this legislation. 

In answer to a question from Senator Johnson relative to the volume 
of unemployment in the Detroit area, I stated, “We have normally 
somewhere between 50 and 90 thousand people unemployed,” as a 
normal situation. 

Apparently the presentation of the facts about the employment and 

nemployment situation disturbed Senator Moody and Walter P. 
Reuther, of the ClO, and there have been great headlines in the 
Detroit papers relative to the question of whether or not my statement 
that present employment is only a little above our average experience 
isa correct statement. 
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o, for the information of the committee, I have had a tabulatio 
made from the records of the Michigan Unemployment Commissio; 
for the 3 years 1949, 1950, and 1951, and, as you will see eg that 
tabulation, the average unemployment for that entire 3-year peri 
was 80,700 workers, on the average—that is at the bottom of a a 
Senator. 

The CHarrMan. Yes, sir. 

Mr. Hauu. And that our average employment for this 3-year perio 
was 643,600 workers. That, I think, is statistical substantiation o 
the response that I gave to Senator Johnson in answer to his query as 
to whether or not our present situation was more or less normal. 

The record will show that in my original presentation I suggest« 
that we were at work in Detroit on a more constructive approach t 
our problem, and I enumerated for the committee the fact that \ 
were all working cooperatively to put the people back to work, becaus: 
that is in the best interests of the national economy as against payi 
money out of the Treasury to keep people in idleness. 

On page 223 of the transcript I stated that we were trying to get 
increases in the amount of subcontracting from other contractors 
around the country, and that through the cooperation of the defens 
agencies they had sent a task force to Detroit to see what could } 
done to put more bits and pieces of this defense program into th 
Detroit area as against the big elephants that take a long time to get 
ready; and I concluded with the statement that we were hopeful tha 
the efforts of everyone working cooperatively together that the De- 
fense Department would increase the allocations of material in th 
second quarter to the automobile industry so that we could produ 
a minimum of 1,100,000 automobiles. 

That, I believe, is the constructive approach to the problem. VW; 
said later on, in answer to a question from Senator Moody, that it was 
our studied opinion that we at Detroit believe that it would be m 
impact on the defense program to allocate enough copper and alun 
num for the automobile industry to produce 1,100,000 cars in thi 
second quarter, and we believe ‘f the administration handling th 
foreign cartel controls on copper would let the industries go into thi 
foreign markets and purchase copper over and above their domesti 
allocation that we could find adequate supplies of copper in the world 
market to produce the 1,100,000 cars that we are asking for. 

Since that testimony on Wednesday I have been in contact with 
people in Detroit who confirmed the fact that there is an adequat 
supply of copper in the world copper market over and above our domes- 
tic allocation that is being offered to the industries of Detroit to meet 
the situation, if we can get a permit from the Federal Government to 
import the material. 

At no time in my testimony did I want—nor do I believe I did 
attempt to minimize the seriousness of having any large group o! 
people out of work in the Detroit area. 

If you have even 50,000 people out of work that is a serious econom! 
loss to the Nation, and we should be doing everything that we cai 
constructively to get those people back to work. 

To spotlight the situation a little more since these other problems 
have been brought in at Detroit, I made a tabulation of employment 
in industry in Detroit in January 1950, and in January 1952. 
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You will recall that I testified that our employment in January 1950, 
was 630,000 workers, and our employment in January 1952, was 
635,000 workers, and I said that we have more people working in 
January 1952, than we had pre-Korea. 

This tabulation, which I will give you, Senator, puts the finger 
specifically on our Detroit problem. 

Out of the 630,000 workers at work in January 1950, 360,000 of them 
were motor-vehicle employment, and 58,000 in fabricated-products 
employment, that is, metal fabricating of products, mostly for the 
auto industry. 

When we get over to January 1952, we have had a decrease below 
January 1, 1950, in fabricated metal, and in the automobile vehicle 
manufacturing employment of 38,000 workers, and we have had an 
increase of 43,000 workers above January 1, 1950, in all other types 
of manufacturing. 

Our contention has been for the past 6 months or longer, with the 
defense administration in Washington, that the automobile industry 
has been discriminated against unintentionally in the allocation of 
materials. We have the situation where practically all other types of 
manufacturing in the Detroit area and many throughout the United 
States are having increased employment while the automobile indus- 
try was cut back below January 1, 1950. It was cut back even below 
January 1, 1949, as far as employment is concerned. ‘That is the 
problem we have been trying to resolve with Washington on the 
allocation of materials specifically to the automobile ‘ndustry. 

I wanted you to have the benefit of that information, and [ will 
leave this tabulation. I have not had time to have it typed, but the 
reporter can put it into the record. It does spotlight our problem 
with the automobile industry, and the need for the allocation of addi- 
tional materials, so that we can do the normal job at Detroit of pro- 
ducing cars while we are tooling up for the defense production and 
merge gradually from civilian production into defense as rapidly as 
the defense plants can be tooled for the job ahead of us. 

The CuairMaAN. Did you put the first table that you gave into the 
record? 

Mr. Hau. Yes, I gave that table first. 

The CuHairMan. That will be placed in the record. 

(The tabulation referred to is as follows:) 


95909—52——-17 
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Tabulation nonfarm labor force, unemployment and manufacturing employment, 
Detroit metropolitan area by months for 1949, 1950, and 1961 


} } 
Nonfarm 


| labor | Unem- 
Date | force ploy- 
(inthou-| ment 

sands) 


facturing | labor | Unem- 
employ- | ay force | ploy- 
ment (in thou-| ment 

} sands) 


) 
j J s 
Manu- |} Nonfarm 
| 


1949—January . , 341.0 | 62. 629. 1950—August 
February , 343.0 83 618. September_. 
March. , 348.0 | 92. 612.0 | October 
April... , 344 92 507. November 
May , 343. 1 106. 520 December 
June , 344 91 597. 1951—January 
July , 350.0 | 96.0 | 601 February 
August , 355 90. 612. March. 
September , od8. 75. 619. April_. 
October , 356 84. 596 May 
November , 361, 2149 550. 0 June_. 
December , 369. 127 571 July _. 

1950—January , 364 SS. 630 August 
February .. , 370. 3 127. §22. September 
March } ,or4, 3124. 531. October 
April | 1,391. 3115. 539. November 
May , 403. 63. 668. December 
June__- |} 1,426 48. 695 1952—January 
ee , 424. 45. 696. 


1 Ford strike. 2 Steel strike. 3 Chrysler strik« 
Notre.— Workers on strike are not included in the unemployed totals. Workers unemployed becaus: 

strikes in other establishments are tabulated as unemployed. 

Average unemployment for the 3-year (1949-51) period RO, 70K 

Average employment for the 3-year (1949-51) period 643, 60 


Source: Planning, Research and Statistics Division, Michigan Unemployment Compensation Comn 
sion Labor Market Letter, February 1951 and January 1952. 


The CuarrmMan. We will put the other document, typewritten docu- 


ment, you referred to in the record. 
(The document referred to is as follows:) 


Comparison of employment tn manufacturing industries, Detroit metropolitan area 


January 1 January Plus or 
: ; } anuar} t 
Industry 1950 1952 minu 


Food 21, 000 23, 000 
Textiles 5, 000 5, 000 
Lumber 3, 000 3, 000 
Furniture 3, 000 000 
Paper , 000 , 000 
Printing and publishing , 000 , 000 
Chemical petroleum, coal] 20, 000 22, 000 
Metal industries 000 3, 000 

Primary 38, 000 O00 

Fabricated products 68, 000 , 000 
Machinery (except electrical) - - 55, 000 , 000 
Electrical machinery 5, OOO , 000 
Transportation equipment 000 332, 000 

Motor vehicles : 000 329, 000 

Other transport equipment. 2, 000 3, 000 
Other manufacturing 29, 000 37, 000 


Total. 000 635, 000 


| January 1952 employment estimated for all industries except motor vehicles on the basis of Dece1 
1951 statistics of Michigan Employment Commission, 


Source: Michigan Employment Security Commission. 


NotTe.—January 1952, motor vehicle and fabricated metal employment is 38,000 below Jan. 1, 19° 
Korea All other maanufacturing employment on Jan. 1, 1952 ,was 43,000 above Jan. 1, 1950, pre-Korea 


Mr. I 
L app 
tion, an 
answer 
The ¢ 
Senat 
The ¢ 
Senat 
Mr. Ch 
The ¢ 
Wea 
Senat 
plovme 
The ¢ 
‘Senat 
briefly 
here by 
merce. 
For exa 
in its ef 
Author 
continu 
testifiec 
carried 
Ther 
this pre 
civilian 
just tes 
no ques 
Seco! 
the ten 
I wo 
into a | 
in a fe 
local sl 
commil 
A ta 
request 
tacked 
How 
former 
dent. of 
capacit 
manuf; 
with w 
ways t 
Mr. 
to Mr. 
there - 
job, ar 
mon i 
in the 
becaus 





UNEMPLOYMENT COMPENSATION 247 


Mr. Haut. Thank you, sir. 

I appreciate this opportunity to give you this additional informa- 
tion, and if there are any questions ‘from anyone, I would be glad to 
answer them. 

The CuarrMAN. Any questions, Senator Butler? 

Senator Bur er. I have none. 

The CHAIRMAN. Senator Moody, did you wish to ask any questions? 

Senator Moopy. No. I assume you are going to call me to testify, 
Mr. Chairman, at your convenience. 

The CHarrMAN. Thank you very much, Mr. Hall. 

We are down to you now, Senator Moody, if you wish to be heard. 

Senator Moopy. Might I have Mr. Downs of the Michigan Em- 
ployment Security Commission sit with me, Mr. Chairman? 

The CuarrMan. You can keep your seat there, if you wish. 

Senator Moopy. Mr. Chairman, first I should like to comment 
briefly on the reaction in Detroit to the testimony which was given 
here by Mr. Hall as representative of the Detroit Board of Com- 
merce. There are some things that Mr. Hall said that I agree with. 
For example, I certainly agree that the entire town ought to be a unit 
in its effort to obtain as much matériel from the National Production 
Authority as is possible, without handicapping the military effort, to 
continue normal production; and I might say, that, as Mr. Hall 
testified the other day, vigorous efforts along that line are being 
carried forward, both by myself and by others. 

There is no question about the fact that there are three phases to 
this program, Mr. Chairman, and one is the need for getting as much 

ocu- civilian production as is possible. There is the need, as Mr. Hall has 
just testified, to dovetail the war work and the civilian work, there is 
no question about that. 

Secondly, there is the question of increasing both the amount and 
the tempo of defense production in the Detroit industrial area. 

I would like to say and interpolate here that this thing has turned 
into a Detroit fight. I am going to testify on the national aspect of it 
in a few moments, but since there has been some dispute about the 
local situation there I think I might well talk to that point before the 
committee, first. 

A task force was appointed by Mr. Manly Fleischmann, at my 
request. That task force was brought under attack. It was at- 
tacked on the Senate floor. It was attacked as political. 

However, the chairman of that task force, Mr. R. E. Gillmore, the 
former president of the Sperry Gyroscope Co., who is now vice presi- 
dent of the larger Sperry Corp., is an extremely able man in his private 
capacity; he has had a great deal of experience doing business with 
manufacturers tin the Michigan area, and he has gone about the task 
with what I feel to be great vigor. His task is to find out the best 
ways to increase defense e mployment in the Detroit area. 

Mr. Chairman, as I understand it, a report has been made tentatively 
to Mr. Fleishmann in which the task force has outlined the situation 
there—it has outlined some of the authority it feels it needs to do a 
job, and in the course of which I was informed by one of those sitting 
inon its meetings that they felt that at least 37,000 of the unemployed 
in the area would well come under the purview of their responsibility 
because of direet lay-offs, and that this might run up over a hundred 
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thousand, which would increase the present level of unemployment 
considerably, Senator. 


The program of the Government, before protests were made by 


Governor Williams and myself, was to cut civilian automobile produc. 


tion in the second quarter of 1952 to 800 000 automobiles. 1 do no; 
know whether that would be sea as normal by anybody out 
there; I did not think it would, because it was protested by others as 
well as by us, but it would have been a disaster to thousands and 
thousands of families in Detroit. 

Now, the level of production in the last quarter, Mr. Chairman, js 
1,006,000 cars. The ceiling, which was to have been put at 800,000 
cars for the second quarter, the permissive ceiling, has been increase 
to 930,000 cars, but even that is a reduction below the present level 
and there is still a question as to whether all of the materials whic, 
are necessary to make 930,000 automobiles are going to be made 
available by the NPA. 

Now, the calculation made by the industry and by the union was 
that every 100,000 cars, one way or the other, means 50,000 jobs. 
That is a terrible impact on the community, 50,000 jobs. ‘That is 
more people than are working in a number of the States in the United 
States, and the question of whether or not a little material one way or 
the other is allocated by the National Production Authority means 
the difference of more jobs in one community than are working in 
several States of the United States altogether. 

That is the reason why the Governor and industry and labor and | 
have made the utmost effort to get just as much material and just as 
much war work into this area as is possible. 

Now, as to the allegation that this is a normal situation, Mr. 
Chairman, you can prove anything by statistics. But I would like 
to show you a couple of the headlines in yesterday’s paper, which 
came as a result not of anything that I said here, but of the idea that 
105,000 unemployed people in Detroit is a normal situation. I think 
in a city of about 1,750,000 this statement falls of its own weight 
Obviously 105,000 people cannot be normal in a city of that size. 

This headline in the Detroit News says, “City, State, angered by 
jobless charges.”’ 

This is a later edition, to be sure of the charges they are talking 
about: “B. of C. job charge anger city and State.”’ 

This article which was written by Mr. Asher Lauren, who I can 
testify is a first-class reporter, states: 

Hall told the Senate Finance Committee Wednesday that the Detroit area has 
no unusual employment problem, and that its 104,000 idle workers is ‘‘norma' 


The mayor said that he was puzzled by Hall’s assertions and said, “I cannot 
understand his position.”’ 


I could not, either, the other day. That is the reason I asked him 
some questions. 

This is again quoting the mayor of Detroit, in the Detroit News, 
which is an accurate newspaper: 

Authorities on the subject have informed me that normal unemployment is 
30,000, Cobo said. 

That is widely apart from the figures Hall used in Washington. 

I am not a statistician, Mr. Chairman. I cannot reach into 4 
hat the way Mr. Hall can and pull out a lot of statistics, but I do 
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know that there are going to be a lot of hungry people in the State of 
Michigan if something is not done about this situation. 

Now, I agree with Mr. Hall that we want to get all the jobs we can 
and it is the best thing for the country to get them. But when any- 
body says that 105,000 unemployed people in an American city is 
normal, I do not know whom he is speaking for, but I would say that 
that was a position that does not take into consideration the human 
side of this problem at all. 

Mr. Chairman, I have not been able to be here for all of the hearings, 
interested as I am in this bill, because I have had some other Senate 
duties to perform. But I have read most of the testimony by those 
opposed to the bill, and I have been struck by the fact that the 
approach seems to have been laid down to get the answer that they 
want. They made the approach, as I see it, exactly on the points 
that would be most likely to convince the committee that this was not 
oaly not necessary but would be dangerous from the standpoint of 
federalizing the unemployment compensation system of the country. 

Mr. Chairman, I believe there are members of this committee 
who know well my efforts while drafting this bill not to federalize 
the system. As a matter of fact, it was not until the evening before 
your hearings, sir, that I found a way to propose that this legislation 
include a Federal extension of the duration of benefits. And the 
reason that I had not proposed that previously, although it obviously 
is one of the most important factors of the situation, was the very 
reason, Mr. Chairman, that I did not want to interject the federaliza- 
tion issue into this situation. 

On that point, Mr. Chayman, you talk about exhaustion of benefits. 
In December 1950, in Detroit there were 802 families drawing unem- 
ployment compensation who exhausted their benefits. In January 
of 1951 there were 1,035. 

Now, this is during the period that Mr. Hall says you have so-called 
normal unemployment. 

In December of 1951, just 2 months ago, there were 3,087 exhaus- 
tions. In January of 1952 there were 3,250. 

Now, you heard Mr. Hall testify as representative of some business 
interests in Detroit that he did not think that the legislature should 
act on this thing. He said he thought that the law now was adequate. 
Certainly I do not agree with him. I agree with Senator Taft, who 
said a couple of days ago, that the legislatures should act in this situa- 
tion. 

But, Mr. Chairman, I make this point here to demonstrate the fact 
that certainly I was anxious to do something about the duration as 
well as about the amounts in drafting this bill. I did not include the 
duration factor because I did not want to have a federalized system 
of standards set up in this bill, which would have been the case had 
we said that after the State has exhausted its period the Federal 
Government will take over and pay according to a certain standard. 

We decided to put the discussion of the duration on the same basis 
of percentage of the State’s standard as the supplementation of 
amounts. 

Mr. Chairman, the bill as you know calls for administration by the 
States. It calls for State standards. The payments under the bill 
are based on a percentage of the State payments, and the increase in 
duration of the bill is based on the duration of the State payments. 
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Mr. Chairman, on this point of federalization, Senator Taft said the 
other day that this would federalize the system. I would like to read 
to you what Senator Taft said in 1945 when he was arguing to this 
very point. You will remember, Mr. Chairman, because it was your 
legislation, that on the point regarding standards of payments thie 
Kilgore bill in 1945 was virtually identical with the bill that I have 
introduced with 14 other Senators. At that time the same question 
of whether or not that would federalize the system was made of advo- 
cates of the bill that Senator Taft made before me the other day. 
The other day he said: 

What we are doing here is changing the whole unemployment compensation 
law of the United States for good. In effect, you are federalizing it. 


On the same point, in 1945, he said: 

Our position is that we are not going to interfere with the State system. We 
think it is a good system; but we believe that the Federal Government, by reason 
of the war activity and the cancellation of contracts— 
in this case it is the same thing in reverse, the cancellation of the abilit 
to produce civilianwise and the delay between the starting of civ fiat an 
production and the start of war production 
has brought about such a condition that it is not fair to burden State funds any 
further with this special emergency. 

Then, after Senator Reed asked him whether he would not then 
have a Federal unemployment compensation system operating in all 
the States parallel with the State system, Mr. Taft replied: 


I would not say that, because what we are doing is making payments which 
depend in each State on the laws of the particular State, 


Mr. Taft said further in 1945: 


It is not a Federal unemployment compensation system. Certainly it is a 
supplemental Federal unemployment compensation payment. There is no 
doubt about that. I would not say that it would amount to a Federal system 
because, as I say, it is dependent upon the laws of the States. In every State 
we follow the laws of the State. 

Mr. Chairman, that is precisely what this bill does, and I cannot 
see how anybody could—certainly I do not see how the Senator from 
Ohio could—misread the bill. I am sorry he is not here today to 
help me bring this out. 

1 understand that there is an underlying feeling among some people 
from the States, Mr. Chairman, that too much authority may be left 
in this measure to the Secretary of Labor. As I said in my opening 
testimony the other day, there are two or three points in the bill that 
I myself felt might well be subjects for refinement by the committee 
if the committee would give their consideration to the bill. I have 
an amendment of my own which I have drafted for the consideration 
of the committee if that point comes up which would establish more 
definite standards to be imposed on any governor before he could 
certify under the bill. 

I decided to leave that point open, because I felt that the committee 
itself, might want to write its own technical standards into the 
measure. But I would suggest that if the basic underlying objection 
which has come from some State organizations to this measure is that 
it would federalize it in the sense of giving any Cabinet officer too 
much authority, I think that the Congress will take care of that very 
quickly by the provision which calls for certification under the bill. 
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So I do not see how that enters into this thing. 

| would like to reiterate what I said the other day. The charges 
that the sponsors of this bill are committed to federalization of the 
unemployment compensation system, which have been made by 
some of the organizations that have testified here, are a clear misstate- 
ment of facts. I think that the chairman himself may be cognizant 
of my attitude on that matter, and I am sure that he knows that what 
| say this morning is true. 

You see, what has happened here, Mr. Chairman, is that because 
the best example of what I am trying to portray here is in the city of 
Detroit, because [ make that my home, because I am a Senator from 
Michigan, and because the problem there is very serious at this time, 
a tone : has been thrown over this situation which would indicate that 
it was solely a Michigan problem. Now, it is not a local problem. 
There are substantial labor surpluses in 18 major areas in 12 States. 
This is in a period when we have 61 million people employed. It is 
in the period, I believe, when with few exceptions you would have 
very close to full employment all over the country had it not been 
necessary to have these cut-backs. 

Now, you will remember, Mr. Chairman, that in 1946 the Senate 
passed, L believe, either unanimously or very nearly unanimously, ¢ 
bill called the Full Employment Act, which declared it to be the policy 
of the Government to try to so tailor its policies as to keep full em- 
ployment in the country. I personally believe that is not only 
desirable goal but a necessary goal, because if we ever plunge down 
again into a condition where production is tifled and our national 
income goes down, | believe that carrying the debt and carrying the 
debt charges and trying to keep intact our fiscal structure, which 
has been made top heavy because of the demands of war would be a 
very serious thing. 

So entirely aside from the human aspect of the thing, which, of 
course, would be very serious, we must so far as we can take every 
possible step to prevent any downward spiral of deflation. That does 
not mean, of course, that we should not hold prices. We should. 
But holding prices and having a sharp deflation are very different. 

This is not a local situation, Mr. Chairman. Exhaustion of unem- 
ployment compensation is a good key to what the situation is in various 
areas. In 1951, 40.1 percent of the unemployed people drawing com- 
pensation in Alabama exhausted their compensation. In Oklahoma 
that figure was 41.7 percent. In Rhode Island it was 33.8 percent. 
All around the country this situation has developed. And a very im- 
portant point which Mr. Hall failed to bring out with regard to the 
Detroit situation, is that it is true that in the automobile industry 
there have been seasonal lay-offs, so that at some point during a period 
there would be a peak of unemployment reaching a rather imposing 
figure, but. that would be a brief proposition while a quick model 
change-over was going in. The people who were asked to live on 
their unemployment compensation during that period were back to 
work in a fairly short time. 

Now, in this situation there is a very grave danger that we may have 
substantial prolonged unemployment, and ] might say that I disagree 

again with the point made by Mr. Hall that the laws in the State 
are adequate. When one exhausts one’s unemployment compensation 
rights in Michigan after 20 weeks, the relief set-up is such that before 
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a family can get any help at all they have to sell every asset that they 
have, Mr. Chairman. If they have been buying a home for years, 
if they have been buying a car, if they have life insurance that they 
have piled up for years, that has to be sold before they are eligible 
to get relief. 

That, of course, is not a subject for the Congress, but I want 
to point out to you that when anyone says that the laws of Michigan 
on this subject are adequate, and then comes down here to Congress 
and says, “‘Don’t do anything about it down here because it is a State 
problem,” they are simply not paying much attention to the actual 
situation in scores of thousands of families in the city. 

The fact is, Mr. Chairman, that I do not really believe that the 
testimony before this committee in opposition to this bill by business 
spokesmen represents the real opinion of business on a question like 
this at all. I certainly do not feel it represents the opinion of business 
in my community. I know too many businessmen who do not take 
that rigid attitude, that technical attitude, when hunger is involved. 

Since an attack has been made on this nationally and since not only 
the National Association of Manufacturers, but the Michigan Manu- 
facturers Association, which is its Michigan offshoot, have chosen to 
say that this is a nonexistent situation, or a nonexistent emergency, 
I would like to read to you, along the line of impeaching the ¢ redibiliiy 
of these witnesses, an excerpt from the September 1950 issue of Fortune 
magazine, entitled “Is Anybody Listening’? The subhead is, “If the 
answer is to be yes, business must start doing more listening itself.” 

This was a review of whether or not certain large organizations, 
Mr. Chairman, which purport to speak for business in America, as 
men here have purported to speak for business in Detroit, really speak 


for business. | am quoting now from this Fortune article, page 81 of 
the magazine: 


Recently Fortune interviewed a sample of top United States management to 
find out how its individual members: saw the problem of communication. Their 
off-the-cuff comments * * * were somewhat surprising. In startling con- 
trast to the expressions of alarm voiced by many of the organizations— 
that is alarm about the future of the free-enterprise system; that is 
what this article is about— 


the average executive did not seem to believe that the people are creeping to ruin. 

The article goes on: 

What did they think about the spokesman’s job being done by the NAM? 

Here was the greatest surprise, the box score: 27 percent thought 
it was doing a good job; 14 percent thought it was so-so; 16 percent 
declined to answer the question. The remaining 43 percent, some of 
them, paradoxically prominent members of the NAM, were almost 
violently anti-NAM. They spoke, as one can see from the box score 
on the next page, with a vituperation that the CIO could hardly match. 

I am talking about the NAM. 

The box on the next page, which was referred to in that paragraph, 
is headed, “Not for attribution.”” These are anonymous quotations 
from various businessmen who obviously would not want to say this 
publicly, but I think that Fortune magazine is a pretty reliable pub )li- 
eation, and we have it on the authority of this magazine that the vice 
president of a steel company said: 


Before they try to sell the public, they had better right themselves first. Any- 
thing negotiated with the NAM will be discounted by thinking people. 
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The vice president of a manufacturing company said: 

They are so discredited in the public eye that they hurt anything they sponsor. 
The vice president of an airline said: 

Spokesmen of the vested interests, they talk to themselves. 


“Self-serving,’’ said the vice president of an electric company. 

I was partic “ularly struck by this quotation by the president of an 
engineering company, ac ‘cording to Fortune magazine: 

If what they think is what businessmen think, then I am ashamed of business- 
men. 

Now, I do not believe, Mr. Chairman, that the average business- 
man in Detroit, be he a large one or a small one, thinks that it is a 
normal condition for 105,000 men to be out of work in the community, 
nor do I think that it ‘s a condition that should be ignored by the 
legislature, nor do I think that it is a condition that should be ignored 
by the Congress. 

I am sorry, Mr. Chairman, that this phase of the hearings had to 
take on such a local flavor, because as you know, sir, the whole con- 
ception of this bill is based on the fact that a national need, a need 
to strengthen ourselves and deter any aggressor from attacking us, 
has made it imperative that we use a large proportion of our metals 
and our other productive resources for military production. ‘This 
was a national action. ‘The Congress in dealing with other phases of 
the mobilization program has taken the position that no segment of 
the economy, no group of people, or no individual person, if possible, 
should be required to share an inequitable part of this burden. 

I feel that it would be all wrong to have the Government go in as 
it has had to do and require cut-backs and then to ignore the fact that 
the Government has had a major part, necessary though it may be, in 
the creation of this unemployment. 

I was so struck, Mr. Chairman, by the opposition to this bill that I 
had one of my research staff check back to see whether the so-called 
spokesmen for business that testified against the bill had been wise 
in their positions on previous social-economic legislation and whether 
the Congress had taken their advice. I do not believe that the Senate 
has taken their advice before. 1 do not see why it should begin now. 

I would like to point out, speaking of the NAM, because they ap- 
pear to have taken a leading part in opposing a good many things, 
that they opposed minimum wage legislation in 1913 and 1914 and 
1915 and 1924, using such phrases as ‘“‘against the established order.”’ 
“It encourages incompetence and rewards ignorance.”’ 

Now, of course, the Senate saw fit to pass minimum wage legisla- 
tion, which is now a part of the American fabric of government and 
economics. 

The same organization opposed child labor laws as late as 1924, 
using phrases like ‘‘fatal tendencies,’’ and— 

It is the illegitimate expression of perverted love for child men and child 
women that could find, if it would, more helpful, even if more inconvenient, 
methods of serving its ends. 

That was the reaction of this organization to child labor laws. 
The Senate, of course, passed child labor legislation. 

In 1937 the same organization which is opposing this bill opposed 
the Fair Labor Standards Act as fascism. In 1934 it opposed the 
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Securities and Exchange Commission Act as putting enterprise in a 
strait-jacket. 

In 1933, as I remember, my great predecessor, Senator Vandenberg, 
was instrumental in the legislation which brought the Federal Deposit 
Insurance Corporation into being. But the position of the NAM at 
that time was that it laid a needless burden on sound banking. (f 
course, banks were not too sound in that era, anyway, but nevertheless 
it was a change; it was something new; it was on behalf of the people 
and this organization opposed it. 

You will recall, of course, that when the social security law passed it 
was also opposed. I remember seeing newspaper stories at the time 
stating that this was going to be a dog-tag law, that everyone was 
going to have, I think they called it, a “‘ New Deal number.” 

And quoting from an observation at that time: 

As the tax burden upon industry for such social service increases, the ability of 
industry to continue operations and employment has been adversely affected. 

The Senate passed that, and all of these progressive social measures, 
Mr. Chairman, which have the same general philosophy that 8. 2540 
has, namely, that it is in the interest of Congress and of the Govern- 
ment not to have human suffering in this country. I would also like 
to point out that while there were some differences between the 
Kilgore bill and the one now pending, nevertheless the Senate did pass 
that in 1945, and it was not regarded as anything at that time that 
would undermine the State system of unemployment compensation. 

So I am hoping, Mr. Chairman, that this committee will recognize 
the fact that not alone in Michigan, but-in other pockets of unem- 
ployment throughout the country, there is a situation which does 
impose an inequitable share of the mobilization burden on individual 
workers and their families. 

You heard the witness from South Bend, Ind., point out that with a 
family of six his grocery bill alone—and they were not having T-bone 
steaks, as he put it—his grocery bill alone is more than the unemploy- 
ment compensation that he is drawing. 

If there were normal unemployment, as one might call it in Detroit, 
model change-over unemployment for a brief duration of time, then | 
should say, of course, this is a State problem; it is up to the States to 
decide what is an equitable standard. But when you have a serious 
and widespread condition of joblessness which may continue in the 
case of many families for months, resulting from the national need to 
arm against Red Russia, I do not see how Congress can possibly ignore 
the Federal responsibility in that situation, and I hope it will not. 

Thank you very much. 

The CuarrMan. Thank you very much, Senator. 

Mr. Haut. Mr. Chairman, might I just make a couple of references 
to the testimony? I do not wish to enter into a debate, as I advised 
the chairman the other day, but since the Senator has made so many 
references to my testimony and to the State legislature of Michigan, | 
would like to quote from yesterday’s Detroit News that the speaker of 
the house of representatives in the State legislature at Lansing, Mr. 
Victor A. Knox, bas announced that the objective of the Republican 
leaders in the legislature is to extend the weeks of compensation under 
Michigan law from 20 to 26 weeks. That decision was reached after 
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ameeting of the Republican leaders who are in control of the Michigan 
legislature. 

No. 2, Senator Moody made light of the tabulation of actual 
figures put into the ree ord on unemployment, and sitting on his 
right this morning is Mr. Downs, who re presents the CIO and who 
represents the Michigan U nemployment Security Commission, and 
here is a quotation from the Detroit Times of February 21 quoting 
the Michigan Unemployment Security Commission, its own staff, 
that the average unemployment for the years 1949, 1950, and 1951 
was 97,000 per month. 

My tabulation, Senator, that I put in this morning, indicated 
that the unemployment was only 80,700, but here is a report from 
the official Michigan commission indicating average unemployment 
at 97,000 over the past 3 years. Now, they went on to say that the 
MESC, which is the Michigan Unemployment Security Commission, 
points out that it is not a “normal” figure because at no time during 
the period have we had normal times. 

If we have not had normal times, Mr. Chairman, in the 18 months 
prior to Korea and the 18 months since Korea over that long 3-year 
period, I do not know when we will ever have normal times in this 
country. 

The Senator made other references to the concern at Detroit. He 
forgot to put one further reference which agitated Detroit earlier, 
and that was that the Senator himself, following my testimony, took 
it upon himself to write to the president of the Chrysler Corp., the 
Ford Motor Corp., and the General Motors Corp., and the smaller 
motorcar companies and said: 

I wonder if you would take the time to reply to me stating what the opinion 


of the automobile industry is as to the need for more materials, in view of Mr. 
Hall’s statement that we have no unemployment problem 


Certainly the record must be clear, Senator, that I made no state- 
ment that we had no unemployment problem. I said that we were 
working cooperatively with the industry and everyone to get materials 
to aid the automobile industry, and I believe that it is manifestly 
unfair on the part of the Senator of the United States when a witness 
appears before a committee of the Senate to give testimony, to im- 
mediately challenge or impute to the sponsors of that witness back 
home that he has misrepresented the situation. 

One other thing. The Senator, I thought, was making quite a 
debate which normally you would make in a political campaign when 
he started to debate with the National Association of Manufacturers, 
who are absent from here, but he in speaking of the Kilgore bill on 
August 7, 1944, writing under the name of Edson Blair, in Barron’s 
National Business and Financial Weekly, said—— 

Senator Moopy. May | interrupt? 

Mr. Hatt (continuing). Obiously it would lead—— 

Senator Moopy. Mr. Chairman, may I interrupt at that point? 

This article that Mr. Hall is about to read appeared under a joint 
byline of myself and another gentleman, and the part that he is about 
to refer to is written by the other gentlemen. But I am perfectly 
glad to have it read in the record. 

The CuHarrMan. Very well. 
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Mr. Hauu. I would be glad, Mr. Chairman, since it bad Senator 
Moody’s name written over the heading of it, and if he wishes to dis- 
avow it at this time, that is quite all right, but he said, or under his 
title it said: 


And, obviously, it would leave with an inestimable number of workers the vicious 
myth, backed by Government sanction, that a substantial proportion of the 
Nation’s producers can rest on their flapks and from somewhere will come the 
wealth needed not only to support those who create it but also those who create 
nothing, at a ‘‘comfortable”’ figure. 

He was very complimentary, Mr. Chairman, to the distinguished 
chairman of this committee, when he said: 

The opponents, sparked by the bipartisan leadership of the Senate Finance 
Committee, George of Georgia, and Vandenberg of Michigan, put it this way 

“How can any worker in the lower brackets be expected to work when he can 
draw more from the Government for not working?”’ 

I will leave that for the record, Mr. Chairman. 

I am sorry, sir, to have had the Senator from Michigan inject all 
of these personal references in this matter. It is a matter of great 
importance, Senator, to the whole people of the United States. 

Thank you, sir. 

The CHatrMAN. The committee will understand that. 

Senator Moopy. Mr. Chairman, may I make a little comment? 

The Cuarrman. I do not think that we will need to have a debate 
here, Senator Moody. Ido not believe that we will get very far. 

Senator Moopy. No. But I would like to correct the record on 
couple of points, if I may. 

The CHarrMan. Very well, if there is some point you wish to bring 
up. 

Senator Moopy. I would like to point out first that there is nothing 
in this bill before the committee which indicates that people would 
draw more for not working than for working. 

The CHatrMaAn. We understand what the bill is, Senator Moody. 
Of course, the committee will go into that. 

Does someone else wish to put something in this record at this time? 

Mr. Tertow. Mr. Chairman, may I make just a statement for 2 
minutes? My name is Leo Teplow, associate director, industrial 
relations division, National Association of Manufacturers. 

The CuHarrMAN. Yes, sir; you may make a statement if you wish to. 


STATEMENT OF LEO TEPLOW, ASSOCIATE DIRECTOR, INDUSTRIAL 


RELATIONS DIVISION, NATIONAL ASSOCIATION OF 
MANUFACTURERS 


Mr. Treptow. J merely wish to make the statement that it is highly 
regrettable that in a hearing of this kind, and in view of the dignity of 
this committee, that the sponsors of this bill should have seen fit to 
attack one of the organizations appearing to testify on that bill. | 
would like to point out that we have not charged the sponsors with any 
false motives, that we have attempted to discuss this bill on its merits, 
which we have done, and it is ill-befitting the dignity of this committee 
to quote anonymous sources attacking any of the organizations ap- 
pearing here. Thank you, sir. 
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The Cuarrman. Thank you, sir. I think that you can depend on 
the committee to evaluate properly the entire record when it is made 
up. 

The committee will stand in recess until 2:30 this afternoon. 

(Whereupon, at 11:55 a. m., the committee recessed, to reconvene 
at 2:30 p. m., this same day.) 


AFTERNOON SESSION 


The CHairMan. The committee will come to order. 

Mr. Reuther, will you come forward. 

I see you have a prepared statement. That statement, of course, 
will be read by the full committee. Many of them are out of the 
city, and this being a holiday, I do not expect others to come in, so 
you might as well proceed. You are the only witness left today on 
the calendar. 

You can put into the record any factual statement that you wish to 
put in, any data, or you can speak to the problem in any way you wish. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, UAW-CIO 


Mr. Revuruer. Thank you. 

I would like to submit for the record my prepared statement, and 
then I would like to elaborate that orally, if I may. 

The CuarrMAN. Yes, sir; you may do so. 

Mr. Reutuer. I am appearing here today both as president of the 
UAW-CIO and as vice president of the National CIO. 

Mr. Murray, president of the CIO, had hoped that he might find it 
possible to appear in support of 5. 2504, but that was not possible. 

Mr. Emil Rieve, who is chairman of the social security committee 
of the CIO, also expresses his regrets at not being able to testify 
personally. 

Following my statement I would like, if you would permit, to have 
Mr. Bishop, who is vice president of the Textile Workers, CIO, submit 
a statement as to the peculiar problems that they are experiencing in 
textiles. 

The CHarrMAN. Yes, sir; we will be very glad to have that. 

Mr. Revuruer. And Mr. Block, who is vice president of the Inter- 
national Union of Electrical Workers, CIO, would like to present a 
brief statement as to the problems in their industry. 

The CHAIRMAN. Yes, sir; we will be glad to have that. 

Mr. Reuruer. And there are several other witnesses who will 
present extremely brief statements that will show this problem of 
unemployment is not a localized problem. It is not a problem of any 
given State or city but it is really general throughout the country and 
affects many of the basic industries. 

The CHarrMan. We will be glad to have their testimony go in the 
record, 

Mr. Reuruer. Thank you. 

I believe, on the opening day of this hearing you characterized the 
problem of unemployment better than I could do it when you said the 
problem of unemployment was terrifically horrible. I think that is a 
very good definition of unemployment, because there is no experience 
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that is so completely devastating and demoralizing and destructive as 
when thousands of workers who want to work are denied that 
opportunity. 

In a free society I do not think there is any single experience that is 
so completely destructive as mass unemployment; and in the aut 
industry, with which I will deal specifically, we have around 200 000 
people laid off. 

In the city of Detroit we have got around 107,000 people w alking 
the streets. Now, the textile industry is having a similar experience. 
Clothing, radio, and electrical, the paper industry, and many other 
industries are havi ing proportionate unemployment in their respective 
industries. 

Now, while I am going to talk about Michigan as a problem, I am 
going to do so to illustrate a much broader proble m, because New York 
has a great deal of unemployment, and so have Illinois, Indiana, 
Pennsylvania, New Jersey, some of the New England States, Texas, 
some of the Southern States. Unemployment is a general thing 
throughout the country. 

I will use Michigan merely as an example to illustrate the kind of 
problem that workers are faced with. 

In the auto industry, unemployment is essentially the result of the 
fact that automobile and truck production schedules have been cut 
back from a level of 8,000,000 cars and trucks in 1950 to a rate of 
5,000,000 in the first quarter of 1952, so that there has been a reduc- 
tion of 3,000,000 cars and trucks. The unemployment that Michigan 
is experiencing—and other parts of the country are having unemploy- 
ment because of cut-backs if automobile—is the result primarily of the 
fact that the Government has found it necessary to take away critical 
materials. Steel, aluminum, and copper are the,three basic materials 
taken away from industries producing civilian goods. 

The mobilization agencies have felt it necessary to restrict the pro- 
duction of civilian goods because these materials are needed for the 
vroduction of defense end products which we need to make ourselves 
sufficiently secure to meet the threat of Communist aggression in the 
world. 

We have got what we call defense unemployment because, if the 
defense agencies had not taken away this material, our people would 
be working, and other industries that depend upon the auto industry 
for their employment would be working. The defense unemployment 
is essentially the byproduct of the fact that the defense agencies have 
taken away these critical materials and compelled the civilian industries 
to curtail their production schedules. 

Now, things can get even worse than they are now. In the second 
quarter of 1952 the National Production Authority has allocated less 
materials than it did in the first quarter. 

In the first quarter we have a quota for a million passenger cars 
and 250,000 trucks. 

In the second quarter of 1952, the National Production Authority 
has only allocated enough copper to make 800,000 automobiles, so 
that there you have got a reduction of 200,000. 

NPA has allocated a little more aluminum and more steel. But 
copper is the controlling factor, and they have only allocated enough 
to make 800,000 cars. So 200,000 people currently laid off in the 
auto industry will increase in the second quarter when we get these 
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further cuts in our production schedules required because of the 
reduced allocation of these critical materials. 

We figure that for every reduction of a hundred thousand passenger 
cars there are about 50,000 workers laid off. That is in the auto 
industry proper and the parts industry that feeds the auto industry 
certain parts and equipment. So the situation is going to get worse 
and not better. 

L think that we can say, in all sincerity, Mr. Chairman, that we in 
UAW-CIO and the national CIO and the other CIO unions have 
been working at this problem. We did not just suddenly wake up 
last week to the realization that we had a problem. 

We will make available for the members of your committee a de- 
tailed calendar of the things that we have been doing going back to 
1945, to try to break the early bottlenecks. We just do not have 
enough of these basic metals, and the other things that we have been 
doing, to try to mobilize the economic strength of America. It gives 
us no satisfaction that we are able to say, ‘““We told you so.” It 
does not make for one less unemployed worker in Detroit, nor does 
it minimize the hardship; but the facts and the record will prove con- 
clusively that if the things that we proposed had been done we would 
not now be faced with this very serious and catastrophic unemploy- 
ment situation. 

To be specific, immediately after the outbreak of fighting in Korea 
we urged both industry and the Gove rmment to begin to take practical 
steps to coordinate the placement of defense work parallel with the 
reduction of civilian schedules so that we could avoid the unemploy- 
ment. 

Unfortunately, there was too much of a business-as-usual attitude 
existing. That kind of planning was not done. Now we are faced 
with this very serious situation. 

[ think it ought to be clearly understood that when we support this 
bill calling for the Federal supplementation of State unemployment 
compensation benefits, we do that not as matter of first choice. I 
think that every worker in America who is unemployed would like « 
job. I think he would like a right and an opportunity to earn a liveli- 
hood for himself and his loved ones. 

He does not want to live on unemployment compensation, even if 
it were made more adequate. He would prefer a job. And I think 
that if you increased unemployment compensation benefits so that 
they were more nearly adequate, so that they more nearly met the 
economic needs of keeping body and soul together, of keeping food in 
the stomachs of your children, and clothes on their backs and a roof 
over their heads, even if you made these benefits more nearly adequate, 
you would still find the overwhelming majority of American workers 
saying, “I don’t want a hand-out; I want a job. I want to earn a 
living; I want the dignity and the status and the personal satisfaction 
that comes with earning your own livelihood.’ 

People who say that, if you increase the benefits so that they are 
more nearly adequate, you will discourage workers from wanting to 
work are, I believe, failing to understand the true character of the 
American people. America got to be the great country it is because 
millions of Americans helped build the things that made America 
great; millions of workers made it possible. 
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Here is the Detroit Free Press, one of the daily papers, dated Friday 
December 21. On the front page is the headline, “Three thousand 
clamor for shoveling jobs. Call police to quell near riot.” 

We had a heavy snowfall in Detroit; they put a little notice in the 
paper that they would need some people to shovel snow; 3,000 unem- 
ployed workers showed up, and they had to get 90 policemen out to 
break it up because they were fighting to get into the office where they 
could get a job to shovel snow and make $1.44 an hour. What is the 
feeling when people are willing to fight to get into an office to shovel snow 
in the dead of winter? Nobody can say they do not want to work 
and that, therefore, if you give them enough to feed their children 
haliway decently, that that will destroy their incentive. 

No one can say that who knows anything about the real attitude of 
the worker who is unemployed. 

Recently there appeared in the Detroit Times and the Detroit Free 
Press stories of two suicides of workers. One of them left a note 
saying that he had taken his life because he couldn’t find a job to 
support his family, and where the sister of the young man who took 
his own life said that for days and days and days he was completel; 
demoralized because he could not get a job, because he felt hopeless 
and useless. Now, that is the kind of feeling that unemployment 
brings to people. 

I would like to submit that, Mr. Chairman, for the record. 

(The items from the newspapers referred to are as follows:) 


[Information from Times, January 24, 1952] 


Bobby B. Gage, 23, 26763 West Hale, Inkster, was found in Rouge Park wit! 
a bullet hole in his head, case closed as suicide. Mrs. Kulka, 35, his sister, wit! 
whom he lived, said he had been despondent because of losing his job in an auto 
plant in December 


[From Free Press, January 14, 1952 


Michael Kacsibar, 51, 3106 Fastlawn, found dead in basement of home by 
wife Mary and son Steve, 18. Note saying he was despondent over being out 
of work at auto plant for several weeks 

Mr. Revurner. You cannot measure your unemployment in statis- 
tics alone. Mr. Hall can come down here from the Detroit Board of 
Commerce and he can juggle statistics one way with a sleight-of-han 
trick, but unemployment has got to be looked at in terms of the human 
equation, not as a mechanical statistical fact. 

I sav that if vou look at une mploy ment in Detroit, in Michigan, in 
New England, in Pennsylvania, in Indiana, and Massachusetts, all 
over the country, you have got to measure it in terms of hungry 
children, in terms of heartbreaks, in terms of hardship, because that 
is What it means. The Federal Government is primarily responsible 
for the unemployment. This is not just the ordinary kind of an un- 
employment situation that we have when the auto industry has a 
model change or there is a temporary seasonal slump in some given 
industry or some section of our country. This unemployment, this 
defense unemployment, is the result of the fact that the Federal 
Government, through its duly elected representatives in Washington, 
has decided that to meet our commitments to ourselves and the free 
world we have got to arm in the face of this threat of Communist 
tvranny. Because of those decisions automobile workers are walking 
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the streets. Otherwise they would be making automobiles. Workers 
doing other things would be employed in their normal civilian occupa- 
tions if the Government had not made this decision to divert a sizable 
portion of our materials and our economic resources to the production 
of defense products. 

Therefore, we believe that it is a Federal responsibility to help 
take care of this special kind of emergency situation which grows out 
of the fact that the defense agencies have created this une mployment. 

We believe also that the cost of this defense unemployment is a 
normal part of the cost of defending freedom. 

The Government has had to take on a lot of responsibilities that we 
normally would like to avoid. We are doing a lot of things in Wash- 
ington that if we were livi ing in a decent peaceful kind of world socie tv 
we would not be doing. But we are doing these things because they 
are necessary to defend freedom in the world, and we chalk up the 
cost of all these things to the total cost of defe nding freedom. We try 
to spread the cost of defending freedom among the pe ople of our coun- 
trv so that each segment of our economy can carry its proportionate 
share. Everybody ‘knows that the cost of defe nding freedom is high ; 
everybody ought to be willing to pay his share of the cost of defending 
freedom. 

When it comes to industry, the Government has recognfzed the fact 
that, if an industry has to go through a period of reconversion, adjust- 
ing its produc tion sche dules to meet the military requirements of our 
situation, it will cost something. The Government has made pro- 
visions for special certificates of necessity whereby they get special tax 
amortizations. They get rebate provisions whereby they can compute 
their tax bill over a longer period of time. You have got all sorts of 
things to take care of the special problems of industry in the transition 
period. That is done because the philosophy is that no industry, no 
given company, no given group of companies, ought to pay an abnor- 
mal portion of the cost of defending freedom by being compelled to 
absorb the economic cost of the dislocation that the defense program 
creates. 

Now, all we ask is that the same philosophy, that same fundamen- 
tally sound principle, be applied to wage earners. 

If the General Motors Corp. can get tax certificates of necessity, 
and United States Steel can get them and other companies can get 
them because the Government recognizes the special problem that 
srows out of the emergenev period, then why shouldn’t workers who 
are laid off because of the same defense mobilization program also be 
protected? 

Failure to do so means that vou are asking those individual workers 
and their families and their wives and their children to carry a dis- 
proportionate share of the costs of defending freedom. That is why 
we believe that the kind of unemployment here is different in character 
from the regular kind of unemployment that comes out of seasonal 
shifts in the business index or model changes and that sort of thing 
that is alwavs going on in a normal economic situation. 

The cost of helping workers to meet the problem of defense unem- 
ployment in this transition period is really very little compared to the 
total cost of defending freedom. The Congress has already appropri- 
ated around a hundred billion dollars for the total program of mobi- 
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lization. The best figures that we can get is that this supplemental 
unemployment compensation will cost—I mean the Federal reer 
that we are supporting would cost—around $200 million. And, 
course, if we do a good job of putting these people back to the 
quic kly, and that is what we would prefer having done, it will cost 
much less. 

When you compare a hundred billion dollars appropriated for the 
mobilization program to $200 million, the amount here involved is a 
very small amount. 

It is less than the cost of the new supercarrier which has been 
proposed. It is proposed that we build one each year for the Navy. 

It seems to me that that is a very small amount of the total costs 
of defending freedom. When you look at the cost of the last war, al 
computed, it will cost the American people around $985 million per 
day for every day that the war was fought. That means that this 
bill to give workers and their families some help during the conversion 
period “until they can find jobs, either in civilian production or in 
defense production, will cost about what one-fifth of 1 day fighting 
the last war cost. That is a very small fund by comparison with 
these other things. 

There is a factor here that far transcends the question of economics 
and cost. We are fighting a war against some powerful forces in the 
world, they are ruthless. If they “succeed, they will destroy every 
decent human value that America has fought for years to defend and 
advance. The way we see it, this struggle between freedom and 
tyranny, between democracy and communism, is fundamentally a 
struggle for men’s hearts and men’s minds and their loyalties. We 
cannot win that fight, we cannot win as our allies the hundreds of 
millions of people w vhose support we need if we are going to defeat the 
forces of Communist tyranny, if we appear before the world merely 
as an America that has the economic and the material strength to 
mobilize a tremendously powerful productive economy, a great mili- 
tary force, but fails to demonstrate that in addition to military 
strength, in addition to economic resources, we have the moral leader- 
ship to match that physical and material strength. 

The people of the world are going to judge us more by what we do 
to help people, to help workers and their families in this period. 
They are going to be much more impressed with how America dis- 
charges its moral responsibility to people than they are by the produc- 
tion indexes in the steel industry or in any other aspects of ou 
economy. They are going to say, “Sure, America is the strongest 
of the free nations of the world; sure, America has a greater steel 
capacity, has a greater productive capacity in these other fields, but 
the way you judge a nation is not by its material wealth but by its 
moral fiber, by its willingness and its ability to translate material 
values into human values, into moral and spiritual values.” Funda- 
mentally this is the kind of thing that we have got to do if we are 
going to impress and convince the rest of the world that we are reall) 
trying to defend these basic human values that we talk so nobly about. 

‘Here is a situation where hundreds of thousands of w orkers have 
been laid off. They know their unemployment is the direct result of 
mobilization policies; they know that if it had not been for the Govy- 
ernment mobilization policies they would still be working. The 

people in the Chevrolet plant in Flint would still be making Chevro- 
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lets; the people in the Ford plant would still be making Fords; people 

in the radio industry would still be making radios and television se ts, 
and that is true right across American industry . Sohereisa situation 
where their unemployment grows directly out of the mobilization 
policies of the Federal Government, and we believe, therefore, that 
the Federal Government has an economic and moral responsibility 
to do something about this by way of supplementing the State 
unemployment compensation benefits. 

The other day Mr. Hall, secretary of the Detroit Board of Com- 
merce, came down here and said that unemployment in Detroit was 
normal. 

He came up with a set of figures by a sleight-of-hand trick, by taking 
abnormal periods and then juggling them. 

If Mr. Hall had gone back to 1932 he could have even said that we 
not only do not have normal unemployment, but we have got a labor 
shortage. 

Everything is relative, and he tries to juggle these figures to make 
it look as though we really do not have a problem in Detroit. 

I maintain that when you have 107,000 workers in a city walking 
the streets, you have got a serious problem, and if it were 106,000 
instead of 107,000 or 108,000 instead of 106,000, the individual worker 
whose children are hungry gets no consolation out of Mr. Hall’s state- 
ment that they read in the paper yesterday that it is a normal situa- 
tion, because to be normally hungry is not a good experience, and there 
are people in Detroit who are not able to give their children the things 
that they need. 

It is obvious that we have got something that is not, you can say, 
normal unemployment. We have got abnormal unemployment, and 
we have got it for the simple reason ‘that the Federal Government has 
taken away these amounts of scarce materials. 

1 would like to just cite a few of these examples to give you some 
idea of the tremendous amount of these things that have been taken 
away from the auto industry, in particular. 

The difference between what we were doing in 1950 and what we were 
doing in the first quarter of 1951 in terms of carbon steel is 5 million 
tons less steel a year. 

We are getting 89 million pounds less copper; we are getting 48 
million pounds less aluminum. Then you get into these little fac- 
torles—and there are hundreds of them—which make the nuts and 
the bolts and the fasteners; they are not General Motors, they are 
little companies who feed these small things to General Motors and 
Ford and Chrysler and the big companies. In this year, based upon 
our production schedules for the first quarter, as compared to produc- 
tion schedules for 1950, we will use 16 billion less nuts and bolts. 
That is a lot of work, that is a lot of jobs in a lot of little factories. 

You take springs. We will use 480 million less springs. 

Take spark plugs. There will be 20 million less spark plugs; 
wheels; 16 million less wheels. 

And on copper, I think this illustrates how much less copper we are 
fabricating and manufacturing in the finished products, and it gives 
you some idea. The auto industry will use 2 billion linear feet less 
wire this year than in 1950, or 391,000 miles, or enough wire to go 
around the world 15 times at the equator. 
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Putting that into finished products means a lot of jobs, and we have 
got that many less jobs. 

When Mr. Hall tries to juggle the figures to make it look as though 
it is normal, he is playing with the bread and the butter of a lot of 
hungry women and children in the city of Detroit and the State of 
Michigan. 

Now, Mr. Hall took January 1950, which was an abnormal month, 
when there were lay-offs and there was a strike situation, and othe: 
reasons why the industry was down. He found the figure of 88,000 
But if he wanted to give you a true picture of what our situation was, 
in October 1948, there were only 34,000 unemployed; in June 1950 
there were 48,000; in October of 1950 there were 28,000. 

Now, 28,000 and 107,000 are figures between which there is a 
tremendous difference. Yet Mr. Hall deliberately and willfully cam: 
down here to make it appear as though we did not have a serious 
unemployment problem in Detroit and, therefore, there was no need 
to act to pass legislation to supplement the State unemployment 
benefits. 

Mr. Hall also deliberately falsified the record to try to make 
appear that these unemploved were floaters. He said they were 
fellows who just sort of drifted into town for the boom, and they 
will drift back to their old homes, and, therefore, there is no problem 
That again is not in keeping with the facts. 

In the Murray Body Co., which is one of the big companies making 
bodies for the automobile industry, there are people with 18 years of 
seniority who have worked in those plants for 18 vears, who were laid 
off. 

In the Motor Products plants where they make moldings, trimmings 
and that sort of thing for automobile bodies, people with 18 vears are 
laid off. 

In the L. A. Young plant, which is also a parts and accessories plant, 
people with 15 vears were laid off. 

At Bohn Aluminum, where they make aluminum pistons and alumi- 
num castings, people with 10 vears were laid off. 

In the Ford plants in Detroit where we have an nen what we 
call area-wide seniority agreement—in other words, if a worker is 
laid off in one plant and they are hiring workers in ti a plant, 
moves into the other Ford plant based upon his length of service 
in that seniority pool there are people with 10 vears’ service who wer 
laid off in the Ford Motor Co., and what is true in Detroit is true 
throughout Michigan. 

In the Auto-Lite plant in Bay City, people with 10 years of servic 
have been laid off. 

In the Haves Body plant in Grand Rapids, Mich., people with 
9 vears’ service have been laid off. 

So what Mr. Hall says, that this is just a floating population propos! 
tion of people who just drifted into there a short time back and who 
will drift back to where they came from, is not true. People with 
from 10 to 18 vears of service ‘n these factories are walking the streets 
in Detroit and other cities right this very minute. 

Now, the tragedy of the situation and the thing that you cannot 
that honest people cannot, understand is that in December Mr. Hall 
of the board of commerce in the citv of Detroit was beating his chest 
and making a lot of noise about this unemployment, that was tragi 
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and was critical. He said that we had to do something about it; 
and yet there were only 90,000 unemployed then. 

Now, Mr. Hall comes to Washington and says that there are 105 

- 106 thousand, and it is not critical; it is “normal.” 

‘Sian a Detroit paper yesterday, the Detroit News, I would like 
to quote this: 

It was recalled at the city hall today that when Cobo 
that is Mayor Cobo— 
sent telegrams last June 30 to President Truman and Defense Mobilizer Charles 
E. Wilson and other officials appealing for more defense contracts, the mayor did 
so at the urging, among others, of Hall, of the Detroit Board of Commerce. The 
board of commerce at that time was quoted as saying that Detroit faced a critical 
situation with an expected 90,000 jobless by December. 

Now, in December with 90,000, it was critical and serious; in Feb- 
ruary, with 107,000, it is not critical; it is normal. Now, why? 

Because Mr. Hall is playing a very clever game with the welfare 
of the women and children of Detroit. When he comes to the Gov- 
ernment agencies for materials to make possible higher production 
schedules that affect the profit position of the companies he represents, 
he is perfectly willing to use the poverty and the hunger and the beart- 
breaks of the unemployed workers and their wives and their kids. 
He is willing to use that to support his arguments with the Govern- 
ment agencies to get more materials for more production. 

But when we come down here to ask Congress to take action to 
help alleviate the hardship and the heartbreaks of these tens of thou- 
sands of unemployed workers and their families, Mr. Hall then does 
not want to talk about unemployment being critical, because he is 
opposed to doing anything about alleviating hardship. He is per- 
fectly willing to use the hardship to advance his own special interests; 
he is not willing to face honestly the hardship and do something 
about it. 

Now, how serious is the unemployment in the State of Michigan? 
The national average is 3.3 of unemployment. In Michigan there are 
172,000, roughly, unemployed, which is 7.2 of the labor force. In 
Detroit there are 107,000, which is 7.3, and if you will look around 
some of the other communities in Michigan, Flint has 7.3; Grand 
Rapids, 6.3; Bay City, 8.6; Port Huron, 7.6; Benton Harbor, 5.8; the 
Upper Peninsula, 8.7. This is compared to the average for the United 
States. 

You get New York State and you get cities in New England, New 
York State, and Pe nnsylvania in the ‘East, Indiana and Illinois, that 
have comparable problems. 

But to say that in the city of Detréit where 1 out of every 13 
workers is walking the streets, to say that that is a normal situs ition 
is admitting that we in America believe that 1 out of 13 workers bas 
not got a right to work for his livelihood. 

I say, just get a copy, a translation, of the Communist publications 
out of Mose ow; get a copy of Pravda and Izvestia, and you will see 
that they will make the most, as every Communist publication 
throughout the world will make the most, of what Mr. Hall said 
before your committee. 

They have been writing stories—the newspapers in Detroit have 
carried reports on the Russian papers—saying that Detroit is the 
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city of the unemployed, of the forgotten man; and when Mr. Hall 
says it is normal for 107,000 people to be walking the streets, that is 
meat for the Communist meat grinder; he is playing right into thei 
hands, because the Communists day after day after day keep pound- 
ing away at the basic idea that a free economy cannot solve thy 
problem of unemployment. Our job is to prove that a free econom, 
can solve the problem of unemployment. 

This sort of blind selfishness that is reflected in the attitude of 
Mr. Hall, who is willing to play blind, selfish economics with the 
hunger of unemployed workers and their kids, is what strengthens 
the Communists in this struggle that we are engaged in’all’ over the 
world. 

If you take the figures for retail sales in the city of Detroit you get 
a pretty good picture of what is happening. Comparing Decemb 
1950 with December of 1951 the average retail sales in the United 
States dropped 6 percent. In Detroit they dropped 14 percent 
more than double the national average. 

In Dearborn, which is a suburb of Detroit, in which the big Ford 
Rouge plant is located, it dropped 22 percent, as compared to 6 
percent. 

Now, workers just do not quit eating because they want to. The: 
do not quit buying the things they need just because they want to 
They are quitting buying these things in Detroit and Dearborn and 
hundreds of other cities throughout America because they have not 
got the money, and we can create a very serious economic situation 
if this thing keeps piling up. 

Subtracting their State unemployment compensation benefits, 
workers in Detroit still are losing over $5,000,000 a week in wage: 
Where do they spend these wages? They spent them in the grocery 
stores, in the butcher shops, in the shoe stores, and the clothing 
stores, buying the things they need, and business, of course, is affected 
by this cut. 

On December 29, we had a meeting in the office of Mr. Charles 
Wilson, the Defense Mobilizer, and the Governor of Michigan came 
down, the mayor of Detroit came down, Mr. Wilson, president of 
General Motors, was there, Mr. Breech, the executive vice president 
of the Ford Motor Co., was there, and Mr. Colbert of the Chrysle 
Corp., all these people were there. 

What we were saying unanimously was that we are in trouble in 
Detroit, we are in trouble in Michigan, and we are in trouble in 
other places. We said, “You have got to do something about this 
unemployment problem.” 

On that occasion, Mr. Breech, the executive vice president of the 
Ford Motor Co., said that the unemployment situation was critical 
and that action had to be taken. Mr. Wilson of General Motors 
said the unemployment situation was an economic and social crime 

And yet Mr. Hall says it is perfectly normal, that there is no problem 
whatsoever. 

Mr. Hall is also trying to say that the State unemployment com- 
pensation benefits are adequate in Michigan and, therefore, tl 
Federal Government need not do anything about it. I would like 
to point out briefly what the State benefits are really like in terms of 
the needs of the people. 
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Michigan is among the highest with respect to State benefits. We 
have a $27 base benefit for a single worker if he qualifies for the 
maximum amount. We have also a $2 per dependent up to four 
children. You can get $8 on top of that, making a total of $35 per 
week for a family of six. 

Now, the average wage in Detroit is around $76. So that means a 
worker with six in the family is $41 short of what he would get if he 
were working in the plant, if the Government had not taken away 
his job because of the mobilization program. 

Now, the BLS has worked out a budget for the city of Detroit: 
It is a minimum budget, it is not inflated ; it is a very minimum budget 
of $71.60 for a family with two children. Itdoesnot include income tax, 
occupational expenses, et cetra Making the proper adjustments, 
that would come to $80 for a family of six, which is the family with 
four children. So that such a family would be getting over $45 less 
than what the BLS says is a minimum family budge >t. 

Now, taking the $35 a week, which is the maximum you can get 
if you have got six in the family, that is 83 cents per day per person 
with which to buy food, clothing, pay for your rent, medical care, 
school supplies for the children, and all the other things. 

A pound loaf of bread now costs in Detroit 17 cents; hamburger 
yesterday—I checked before I left—was 79 cents a pound; butter is 
92 cents a pound in the big chain markets; milk is 23 cents a quart. 

Now, if you gave a person to live on all dav a half- pound of hame- 
burger at 40 cents, a quart of milk at 23 cents, a half-loaf of bread at 
8 cents, and 1 ounce of butter at 5 cents, that is 76 cents, and he 
would have 7 cents left over to buy all of the other things he needs, 
clothing and rent and medical care, and so forth. That is in Michigan, 
which is among the highest of any State in terms of benefits. 

The Moody-Dingell bill that we are supporting is an attempt to 
try to supplement these inadequate State benefits. To apply the 
Moody-Dingell bill to the Michigan unemployment compensation 
structure, you would add to the $27 base rate $13.50, which would 
mean $40.50; vou would add to the $8 family allowance another $8, 
which means $16 or a total of $56.50 for a family of six. To get that 
much money if the Moody-Dingell bill were law, and you were supple- 
menting the State benefits in Michigan, you would have to have four 
children or six in the family—and that gives you $9.41 per week per 
person, or $1.34 per day per person. 

Now, I just ask anyone in his right mind who will be honest with 
himself, Mr. Chairman, to go into a grocery store in the city of De- 
troit, in a butcher shop, and see how much he can buy per day to feed 
an adult or a growing child for $1.34. Yet it is said that if you pass 
this bill people will get too much, that you are going to take away 
the incentive, that people will not want to work. That is just so 
much nonsense, because anyone who gets $1.34 a day to feed, clothe, 
house, and buy medical care for an adult or a child, and has an op- 
portunity to work, is going to grab at that opportunity to work be- 
cause, obviously, you cannot live on that amount of money even_if 
this bill were passed. 

In addition to the fact that the State benefits are wholly inadequate, 
in Michigan, you get them for only 20 weeks. In the 12-month pe- 
riod ending January 31, 1952, 43,000 workers in Michigan had already 
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exhausted their claims. They are being exhausted at the rate now 
of more than 7,000 per month. That rate will increase. So you have 
got not only the problem that the benefits being offered by the State 
unemployment compensation structure are inadequate, but that they 
are being exhausted. That means that people who cannot live on 
what they ‘y are getting are going to get even less when they are exhaust- 
ed and when this total economic burden is thrown upon the communi- 
ties a city like Detroit, a city like Flint, will go bankrupt because its 
tax structure cannot carry the economic load of feeding 107,000 
families, it just cannot do it. You will bankrupt these communities. 

Why should Detroit be bankrupt because the Federal Government 
needs steel and copper and aluminum to make aircraft and other 
implements of war? We did not make that decision; that decision is 
a Federal decision, and the responsibility for meeting the problem 
that flows out of that decision is a Federal responsibility. 

Now, Mr. Cooper, representing the Michigan Manufacturers Asso- 
ciation, came down here and played the same theme song that Mr. Hall 
played. But he said, among other things, and I quote, ‘Michigan 
benefits have increased faster than either wages or living costs during 
the last 10 vears.”’ 

Obviously, Mr. Cooper was trying to say that the State governments 
have been very liberal, they have seen to it that the unemployment 
benefits at the State level were increased faster than the increase in the 
cost of living and the increase in wage standards. But that is not true 
and I would like to point out that here again there has been a deliberate 
and willful job of distortion of the facts in order to gain a selfish 
advantage. 

In 1939 the Michigan maximum benefits were 52.7 percent of the 
average weekly wage. In 1951 they were from 35.2 to 45.6. 

In Ohio in 192 39, the maximum benefit was 54.3 percent of the 
average wage, and in 1951 it was 40 to 47 percent of the average wage. 

I would like to submit these for the record so that you can get a 
list State by State. 

The CHArRMAN. Yes, you can put them in the record. 

Mr. Revuruer. That benefits have slid further and further behind 
because of the inflationary situation. 

The CHatrMAN. Yes. 

(The documents referred to are as follows:) 

Opponents of this bill have stated that benefits have kept pace with increasing 
wages: Frank E. Cooper, of the Michigan Manufacturers’ Association, stated 
“Michigan benefits have increased faster than either wages or living costs during 
the last 10 years.” 

The facts are: 

In 1939 the Michigan maximum benefit was 52.7 percent of average weekly 
wages. In 1951 from 35.2 percent to 45.6 percent. 

In Georgia: 1939 maximum benefit was 87.1 percent of average weekly wage 
and in 1951, 39.8 percent. 

In Ohio: 1939 maximum benefit was 54.3 percent and 40 percent to 47 percent 
in 1951. 

In Minnesota: 1939 maximum benefit was 97 percent and 44.7 percent in 195! 

In Pennsylvania: 1939 benefit was 69.5 percent and 41.9 percent in 1951. 

In Oklahoma: 1939 benefit was 52.7 percent and 35.5 percent in 1951. 

In New Jersey: 1939 benefit was 55.1 percent and 37.2 percent in 1951. 

In view of these facts, Mr. Cooper owes an apology to this committee for lis 
attempt to mislead and confuse. 
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Ratio of maximum weekly benefit amount in unemployment insurance, July 1939 and 
February 1952, to average weekly wage in covered jobs, July—September 1939 and 
April-June 1951, by States 


| 
| Maximum weekly Average weekly wage Rati eatemaie f 
benefit amount in covered jobs BARD (POTCRE) OF 


Maximum | Maximum 

July 1939 February 
| July | February | JU!y¥-Sep- | 4 prityune| te average 1962 to 
1939 1952 ~ tember 1951 ee oe 
” 1939 wage July weekly 

September |wage April- 

1939 June 1951 


Total, 51 States 
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Alaska 
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Connecticut 
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Florida. - 

Georgia 

Hawaii é f 
Idaho 25. 00 
Illinois : 2 5 | 25.00 
Indiana : } 5 27.00 
Iowa... 5 26. 00 
Kansas f 28. 00 
Kentucky f 24. 00 
Louisiana 25. 00 
Maine f 25. 00 
Maryland : ‘ 33. 00 
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Michigan } 35. 00 
Minnesota g 25. 00 
Mississippi § 20. 00 
Missour! 25. 00 
Montana § 00 
Nebraska 5 24.00 
Nevada ; f 25 37. 00 
New Hampshire 28. 00 
New Jersey § 26. 00 
New Mexico-. § 25. 00 
New York 5 00 
North Carolina § 00 
North Dakota § 2! 31. 00 
Ohio 5 ¢ oo 
Oklahoma 5 22. 00 
Oregon { 25. 00 
Pennsylvania § 30. 00 
Rhode Island f 25. 00 
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Utah 27. 50 
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Wyoming ' 25. 00-31. 00 


! When 2 amounts are given, higher includes dependents’ allowances except in Colorado where higher 
amount includes 25 percent additional for claimants employed in Colorado by covered employers for 5 con- 
secutive years with wages in excess of $1,000 per year and no benefits received. In the District of Columbia 
same maximum with or without dependents. Maximum augmented payment to individuals with depend- 
ents not shown for Massachusetts since any figure presented would be based on an assumed maximum 
number of dependents (highest paid $51). 
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Mr. Revurner. Now, people come before your committee and try 
to say that they are opposed to this legislation that is pending before 
your committee because they believe that this is an attempt to 
federalize the unemployment-compensation machinery and destroy 
this wonderful machinery that has been established at the State level 

Nothing could be further from the truth. We know precisely 
what the State structures are, and this bill will not destroy the State 
structures, nor is ita first step toward the federalization of that part 
of our social-security structure. 

This is an attempt to supplement the State structure. All of the 
machinery of administration is intact at the State level; the benelit 
structure is the basis for the benefits under this bill; the eligibility 
rules as to whether you qualify or are disqualified, all flow from the 
State rules. The people who are raising the argument that this is an 
infringement upon the State structures and an attempt to undermine 
those and federalize the systems are willfully using misrepresentation 
as a smoke screen to hide their real objection which is that they are 
opposed to helping hungry people. 

It is a strange thing, Mr. Chairman, that when the Federal Govern- 
ment gives consideration to provisions in our tax legislation so that 
the corporations can get certificates of necessity —I think around $14 
billion worth having been issued—-making it possible for people to 
write off the costs of new plant expansion against their tax bill, you 
do not find Mr. Hall coming to Washington and saying, ‘Now, wait 
a minute, Mr. Chairman, you are infringing upon a State’s right. 
We would like to do that back in Michigan. Let the State of Michigan 
work out with the General Motors Corp. this problem of tax amortiza- 
tion with respect to their new plant building expansion.” 

Oh, no, they do not come anywhere near Ww ashington. If they do 
come down, they come down here to support having the Federal 
Government do that kind of job. 

When you worked on your tax structure rebates so that they could 
carry back their taxes over a long period of time, Mr. Hall and Mr. 
Cooper did not come from Michigan and say that you should not do 
that, that you were infringing upon State’s rights. They did not 
say, ‘Let us do that back in Mic higan; let us do it in Pennsylvania; 
let us do it in Illinois.”’ 

Oh,no. If they came down here they came down here to strengthen 
the forces who were trying to get you to move further in that direction. 
You can get a whole long impressive list of instances in which the 
Federal Government. has recognized special economic problems as 
they affect industry and in which the Federal Government has ini- 
tiated action to meet that problem, and not one of these people has 
ever raised a finger to say that it is wrong, ‘You are transgressing 
States’ rights.” 

But the minute the Federal Government tries, or is even being 
requested, to meet a responsibility which is the Federal Government’s 
because the problem grows out of a Federal Government decision on 
mobilization, these people forget the fact that they are being taken 
care of by the Federal Government, and come down here to try to 
block getting treatment to help people feed their hungry children. 

We do not want in this legislation to upset the State structures 
We are merely trying to get legislation that will supplement and build 
on those State structures more nearly adequate provisions to meet 
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people’s needs in terms of food, clothing, housing, medical care, and 
these other things. We believe that these people who come down 
here and tell you that they oppose it because it is an attempt to 
federalize the thing are just hiding behind that charge, because this 
bill does not propose to interfere with the State structures. 

I think that the hypocrisy in Mr. Hall’s position is revealed very 
quickly, because when he is asked, “Well, if this is not a Federal 
responsibility and it is a State responsibility, do you believe that you 
ought to increase the benefits in the State, at Lansing, where the State 
legislature meets?” Mr. Hall says, “No, Lam opposed to increasing 
them there, too.’’ 

Now, why is he not honest with us? Why does he not come down 
here and say, “I am against any improvement in the cconomic status 
of the unemployed. I do not think they are entitled to more; I do 
not care whether their kids are hungry.” 

Why does he not say that honestly? 

He hides behind this States’ rights proposition. But when you pin 
him down he is opposed to relief in Washington and he is opposed to 
relief in Lansing. He is opposed to relief anywhere because he does 
not want to help the unemployed meet their problems. 

It is easy for a person like Mr. Hall who gets his pay check every 
month, whose children are well fed, and when they need a doctor at 
Mr. Hall’s home, they can afford to call a doctor. They do not call 
the dairy up and say, “‘Don’t leave any more milk here; we can’t 
afford jt.” 

But when you get 83 cents a day you have got a problem. I think 
that the person who appeared before your committee on Monday, I 
believe Mr. Ray Badger, of South Bend, he was a Studebaker worker, 
as you probably recall—— 

The CuarrMan. Yes, sir. 

Mr. Reuter (continuing). Who talked about feeding a family on 
the $27 a week they get in the State of Indiana—I say that Mr. 
Badger is like the hundreds of thousands of other unemployed workers, 
they are the experts on the problem of unemployment. 

A person who has never been unemployed, who has never missed a 
pay check, he just cannot know what it is like to be unemployed and 
to have your hungry kids look at you and wonder why you cannot put 
something on the table for them to eat and why you cannot get a doc- 
tor when their mother is sick. Yet here is a fellow like Hall coming 
down here who has the brazen hypocrisy to say that we do not need 
relief; everything is normal in Detroit, everything is wonderful. 
There are only 107,000 families who are hungry. 

I say if you want to play the Communist game, if you want to 
destroy America, that is the line to take. If we could really get into 
the inner chambers of the Kremlin when Joe Stalin or the Politburo 
are discussing their basic strategy of how they may defeat the free 
world, we would find that they are counting as heavily on the strategy 
of using the blind selfishness of people like Mr. Hail as the “y are on 
anything else, because every time selfish people go down that road 
they make the kind of propaganda that the Communists know how 
to exploit. 

What we have to do is to save America from that blind selfishness. 
We have got to save Mr. Hall, in the bargain, because if he and his 
kind of people keep driving down that road, we are going to lose our 
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freedom in the world. We have got to prove that American democ- 
racy can solve the problem of unemployment. And, while we are 
working to solve unemployment, we have got the moral sense of 
responsibility to help these people meet their problems of feeding 
their children until we can get them a job. 

If a fellow came to me and said, “I don’t want to work. Will you 
go to Washington and see if you can get me a hand-out?” I wouldn’t 
raise a finger for that kind of a person, and no one else would with a 
sense of self-respect, but we are not talking about that kind of people. 
We are talking about hundreds of thousands of workers who would do 
anything —3,000 of them fought to shovel snow. That is true. 

If you had an announcement in the paper tomorrow that there were 
a hundred jobs available in a factory, vou would have 10,000 people 
in line for it. Can anybody say that people who will get up—some of 
these people stayed all night in line so that they would be first in line 
in the morning—to get a job shoveling snow for one day—this was not 
a steady job—they stayed in line all night to get a job shoveling snow 
1 day at $1.44 an hour don’t want to work? And yet Mr. Hall would 
have you believe that if you raised the unemployment compensation 
by this bill so that workers could give their children a little more food 
and a little warmer clothing you would destroy the incentive, and all 
you would get in Detroit is a bunch of lazy people who won’t want to 
work. 

These workers want to work making the good things of life that we 
need in our economy, and they like a job making the weapons that we 
need to make our country strong. 

Now, the labor force in. Detroit, the labor force in Flint, the labor 
force in all of these other industrial cities, the skilled manpower that 
knows how to run these factories and these machines, represent a 
tremendous asset to our country. If these workers are scattered be- 
cause they have got to go all over the country shifting about, breaking 
up their families, we are going to dissipate that treme ndously valuable 
production asset, because you cannot assemble skilled workers over- 
night. At some of these new war plants they are building, where they 
had to try to get skilled manpower in a tight labor area, “the ‘y can tell 
you of the very difficult problems they are having. 

Mr. Chairman, this is a very critical problem. It is not just 
another seasonal unemployment situation. This is not a normal 
unemployment problem that grows out of seasonal factors or model 
changes, and so forth, as Mr. Hall would have you believe. 

This is defense unemployment. It comes at a time where it is much 
more difficult to meet the problems of unemployment as a wage earner 
than when you have got a general depression. What we have is a lot 
of little depressions. You have got one in Detroit, one in Flint, you 
have got them in New England, in Pennsylvania, in Illinois; you have 
got it in Texas, you have got them in the South. 

When you have a general depression wages are depressed but prices 
also are depressed, so that you have both a depressed income and a 
depressed expenditure. But these workers who are living in these 
little isolated depressions are paying inflated prices, and so that makes 
their unemployment situation that much more severe and that much 
more critical. 

The Government has a task force set up to try to get work in De- 
troit, and try to get work into Flint and to try to get work into those 
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other distressed labor areas. We are doing everything we can. And 
unless and until those Government agencies can find an answer, and 
can find jobs for these people, either by more material for civilian 
production or defense work, | say that the Federal Government has a 
moral and economic responsibility to help these people in this transi- 
tion period to get over the problem created by defense mobilization 
policies just as C ongress in its wisdom has found it advisable and proper 
to help corporations in this transition period. 

It is that kind of simple fact. The amount of money involved is 
insignificant, but the benefits are tremendous, because here you will 
demonstrate that America is not only strong in terms of productive 
power, not only strong in terms of military strength, but America has 
the sense of moral and social responsibility to meet the needs of 
people. If we do that, America will be stronger economically, polit-. 
ically, militarily, and morally, to meet the challenge that lies ahead. 

Thank you. 

The CuatrmMan. Thank you very much Mr. Reuther. You may put 
into the record whatever matter you have that you have not yet 
handed to the reporter. 

Mr. Revutuer. | would like to ask at this time, Mr. Chairman, if 
you would be good enough now to hear Mr. Bishop, who is the vice 
president of the Textile Workers Union, CIO, to discuss his problem. 

The CHAIRMAN. Yes, sir. : 

Senator Moony. Mr. Chairman, might I ask one question of Mr. 
Reuther? 

The CuarrMan. Yes, Senator. 

Senator Moopy. Mr. Reuther, do you consider the present level 
of unemployment in Detroit normal or anything like normal? 

Mr. Revruer. The level of unemployment in the city of Detroit 
now is extremely abnormal, on the high side, and everyone who has 
talked about this problem in the last 6 months has said so. Mr. Wil- 
son, the president of General Motors, has said so; Mr. Breech of the 
Ford Motor Co. has said so; the Chrysler Corp. has said so. The State 
government has said so. The mayor of Detroit has said so. Mr. Willis 
Hall kas said so, excepting at the moment he finds it convenient to 
change his position. 

Senator Moopy. Did you say that Mr. Willis Hall has said so? 

Mr. Reutuer. He did. Mr. Willis Hall back in December was 
making a great deal of noise saying that the unemployment situation 
in the city of Detroit was extremely critical and we had to do some- 
thing to alleviate it. 

The CuartrmMan. Mr. Reuther has been over that ground. 

Senator Moony. Yes, I know that. 

Mr. Revutuer. Thank you, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Reuther. There is 
not any question of doubt about unemployment in your industry; 
that is, your chief industry and the allied industries there. It extends 
everywhere that you have an assembly plant. Chevrolet and Ford 
in Atlanta have laid off people. Fortunately, of course, they have a 
labor demand in perhaps a higher percentage for the men who have 
to go out of work there. It works a hardship on them there. 

Mr. Revutuer. The problem is more acute where you have a 
concentration. 

The Cuarrman. Where you have a concentration; yes. 
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Mr. Reutuer. Take Flint. I suppose that 90 percent of the 
workers in the whole community work in the auto industry. In 
South Bend, Ind., you have a very high percentage of the workers 
in the total community. 

The CuarrmMan. That, of course, is not true in Atlanta. 

Mr. Revuruer. No; in Atlanta you have a widely diversified employ- 
ment. 

The CHarrman. You have a widely diversified employment 
opportunity, and there is more opportunity to absorb it. 

Mr. Revuruer. But even if you have a very small amount of 
unemployment, as far as the individual worker is concerned, if he is 
hungry, knowing that there are not too many fellows hungry with 
him is very little consolation. 

The CHarrMan. You are right about that. 

Thank you. 

(The prepared statement of Walter P. Reuther is as follows:) 


STATEMENT OF WALTER P. REuTHER, PREsIDENT, UAW-CIO, ror rHE UAW 
CIO AND FOR THE CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Chairman and members of the Senate Finance Committee, my appearance 
here today is for the UAW-CIO and also for the Congress of Industrial Organiza- 
tions, at the request of Mr. Emil Rieve, president of the Textile Workers Union 
and chairman of the CIO social security committee, who regrets that he cannot 
be in Washington at this time. 

In addition to the presentation I will make, officers and representatives of other 
affiliated CIO unions will file statements describing unemployment conditions 
among their members and in their States that urgently require enactment of this 
legislation 

We ask the committee to give full consideration to the supplemental statements 
presented here today by the Amalgamated Clothing Workers Union-CIO, th« 
Textile Workers Union of America-CIO, the International Union of Electrical, 
Radio and Machine Workers-CIO, the United Furniture Workers Union-CI0, 
the United Paperworkers Union-CIO, and the Plaything, Novelty and Jewelry 
Workers Union-CIO. 

Each union has facts to present about serious unemployment in its industry. 


200,000 JOBLESS IN AUTO INDUSTRY; 43,000 HAVE EXHAUSTED BENEFITS 


In the auto industry, which during World II was a major part of the arsenal of 
democracy, approximately 200,000 workers, able, willing, and eager to turn out 
defense and essential civilian production, have lost their jobs. In the State of 
Michigan, more than 43,000 unemployed workers have already exhausted their 
unemployment compensation benefit rights in the past 12 months, and it is pre- 
dicted that large-scale unemployment will continue for many months. Subse- 
quently, as defense pipelines are filled and military and civilian production changes 
to meet developing conditions, further dislocations can be expected, even with 
substantial improvement in defense mobilization policies and administration now 
promised. 

We want to set forth the need, as we know it, for this emergency legislatio: 
at the very earliest possible moment; the justification, as we see it, for this 
legislation. 

We propose to answer certain charges, objections, and arguments that have 
been launched against the bill, some of them through misunderstanding, others 
apparently as part of a deliberate campaign of misrepresentation employing 
the fright technique in lieu of discussion based on facts, 


CIO AND UAW-CIO’S RECORD IN PROMOTING FULL PRODUCTION 


In coming before this committee in support of 8. 2504, we believe we do so wit! 
clean hands, with a record of which we are proud. As evidence, we offer a sum 
mary of the CIO record in attempting to break materials botttenecks and insure 
maximum strength in peace, defense, or war. We also offer the Committee th« 

tecord of the UAW-CIO on the Job Front, prepared for our recent nationa 
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conference on defense unemployment, held in Washington, D. C., January 13 
and 14, and attended by 600 accredited delegates from local unions throughout 
the Nation. 

Without burdening your record, we invite the members of the committee to 
read the outline record of our unflagging effort, started before the end of World 
War Ii, to keep America strong, fully employed, fully productive, and with an 
expanding economy adequate to meet the challenges of peace, defense, or war: 
For the CIO 

At its 1944 convention—before the end ot World War l[1—the CIO adopted a 
reemployment plan, calling tor peacetime full employment through the maximum 
utilization of the resources of an expanding economy, 

In the period following VJ-day, the CIO called for the expansion of our basic 
steel and electric power industries. “Full production, full employment and full 
utilization of our economic and natural resources must be our continuous goal,’ 
stated the 1946 CIO convention. 

The establishment of a Missouri Valley Authority and a St. Lawrence seaway, 
we pointed out, was essential for the continued forward momentum of the economy. 

Shortiy after the start of the Korean war, the CIO executive board adopted a 
detailed statement of economic policy. We called for vigorous programing and 
planning of the mobilization effort in order to break bottlenecks before they 
arise. Again we emphasized the urgent need for expanding our basic industrial 
capacity. 


CIO ADVOCATED MATCHING CONTRACTS WITH SURPLUS LABOR AREAS 


Ever since Korea, the CIO has been in the forefront of the fight for an effective 
over-all stabilization program, based on the principle of equality of sacrifice. 
Had we stabilized the economy—and avoided the impact of inflation—some of 
the current economic dislocation couid have been avoided. 

Again and again, the CIO has proposed proper planning of the mobilization 
effort, dovetailing of material curtailment orders with defense production, and 
the placement of defense contracts in areas of existing manpower and facilities. 

The CIO convention, held last November, stated: 

“Procurement policies for the effective execution of the mobilization effort 
should flow from planned defense production programs. They should be based on 
the placement of defense contracts in areas of existing plants and manpower, with 
special attention given to prevailing labor standards. 

“Area of substantial unemployment at present must be given priority by pro- 
curement authorities for the placement of Government contracts.”’ 

For the VAW-CIO 

The first entry is July 4, 1945, a proposal to keep war plants on a stand-by 
basis, producing civilian goods and adaptable to a quick shift to defense production. 

On July 21, 1947, we called for an expansion of steel capacity to provide a 
minimum of 100 million tons by 1950 and 120 million tons by 1953. The spokes- 
man for the American Iron and Steel Institute opposed this program, declaring 
that steel capacity was already in excess of need and that by 1953 we would need 

uly 78 million tons capacity. 


BEFORE AND AFTER KOREA UAW-CIO URGED BREAKING OF BOTTLENECKS 


One month later, August 20, 1947, we again urged expansion of production 
capacity of steel and other basic metals. President Truman incorporated this 
proposal in his January 1948 message to Congress. 

In March 1949, as chairman of the CIO housing committee, I proposed a pro- 
gram to ‘‘provide homes for people, jobs for prosperity, and planes for peace’’ by 
itilizing idle Government-owned aircraft plants for the mass production of low- 
cost housing. Had this been done the Nation would have had aircraft plants 
fully manned with trained manpower able to shift quickly to volume production 
f military aircraft following the Korean outbreak. 

On July 20, 1950, 26 days after the Communist attack on South Korea, we 
warned both Government and industry that material shortages would create 
widespread dislocations and mass unemployment unless 

(1) Production of basic materials was increased; and 
(2}Curtailment of civilian production was coordinated with the placement 
of defense contracts. 





276 UNEMPLOYMENT COMPENSATION 


With the exception of several small auto companies, industry brushed off our 
proposal for a joint conference, stating that we were unduly alarmed about the 
question of economic dislocation and growing unemployment. 


AN EIGHT-POINT PROGRAM FOR DEFENSE MOBILIZATION 


Thereafter, step by step and again and again we have offered proposals that 
materials bottlenecks be broken, production expanded, and essential civilian 
and defense production closely geared to prevent loss of production and employ- 
ment. Last January 13 and 14, when our National Conference on Defens: 
Unemployment was held in Washington, D. C., we urged on the Federal Govern- 
ment the following eight-point program: 

1. Enact a Federal unemployment compensation bill. Defense mobilizatio: 
policies are responsible for lay-offs. Congress has acted to protect corporations 
it must act now to protect laid-off workers and their families. 

2. Continue essential civilian production until defense jobs are available 
Keep people at work making the things we need. Rush defense jobs into civiliai 
production plants to balance curtailment in civilian production. 

3. Dovetail defense work in civilian plants. Make defense jobs available 
earlier. Minimize the need for new machines and new plants by fully utilizing 
existing plants for both defense and civilian production. 

4. Place defense contracts on a negotiated basis. Stop saving pennies by com- 
petitive bids and wasting millions of lost productive man-hours through unem- 
ployment. Put the jobs where the workers are. 

5. Break the machine-tool bottleneck. Use the tools we have to make the tools 
we need. The automobile, truck, and agriculture implement plants can build 
Bullards, mills, lathes, and other machine tools. 

6. Establish a technical task force on critical materials. Stop the waste of 
critical materials which is robbing workers of their jobs. Save critical materials 
by finding satisfactory substitutes. 

7. Initiate Nation-wide scrap campaign. Collection of copper, aluminum, and 
steel scrap in the back yards and alleys in America means putting people to work i: 
the plants of America. 

8. Free the American economy from the stranglehold of monopoly and scarcity 
Expand basic productive capacity of copper, aluminum, steel, and other scarc 
materials. Stop wasting critical metals by nonessential plant construction. 

CIO has consistently advocated and worked for an expanding economy freed 
of material and other bottlenecks, stronger in peace, defense, or war. 

In asking now for the enactment of 8S. 2504, we want to emphasize that we d 
not consider this a substitute for other necessary positive steps to insure fu 
production and full employment. No one will be more delighted than our 
members if the executive branch and Congress move into high gear and bring about 
improvements that will bring about full production and employment and thereby 
make the protections afforded by 8S. 2504 wholly unnecessary. 


WHAT S. 2504 DOES AND DOES NOT PROPOSE TO DO 


Not since the blind men described an elephant after touching various parts of 
its anatomy from trunk to tail has there been such a wide and unfounded variatio: 
as have come to light in descriptions of 8S. 2504. It has been often and widely) 
described as being, possessing, threatening many evil things of which it is innocent 

As we read 8. 2504, it is designed and intended to make possible the payment t 
workers unemployed through no fault of their own during the present nationa 
emergency combined State and supplemental Federal unemployment compensa- 
tion payments more nearly adequate than present State benefits to maintain the 
living standards of such workers and their families at a minimum American level. 

The undeniable inadequacy of present State benefits is shown in table I, attached 
to this statement, which compares those benefits with the cost of the stripped-dow! 
standard of living represented by the BLS city workers family budget. 

S. 2504 does not assure unemployment compensation payments equal to take- 
home pay. We believe such payments would be justified, considering workers’ 
needs and the fact that every worker unempjeyed today should be fully employed 
in either defense or essential civilian production in order to meet in full strength 
the inexorable and ruthless challenge of Communist aggression. 

While S. 2504 proposes to meet national responsibility through Federal action, 
such Federal action is made contingent upon State initiative. Only after a State 
has exercised this initiative through its elected Chief Executive certifying to the 
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fF United States Secretary of Labor that substantial unemployment exists in areas 

6 Fo . ‘ 1 of ° ° ‘ : 

at the within his State would S. 2504 become operative in the State 
ne¢ , 


IN THIS EMERGENCY, 8. 2504 ACCEPTS STATE SYSTEM AND INITIATIVE 
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ations as to eligibility, disqualification, extended waiting perio 
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THE CAUSES AND EXTENT OF UNEMPLOYMENT IN THE EMERGENCY 


Under existing State benefit schedules, many lower-paid workers, with 
without dependents, receive benefits which exceed the top percentage limita 
in S. 2504. This bill would establish, through Federal supplementation, 
tionships between benefit rates and earnings levels for higher paid workers 1 
nearly approximating the relationships which now exist under State law 
lower-paid workers. The staff report of the House Ways and Means Comm 
in 1946, in considering the question of whether benefits which provide a unit 
percentage of wage loss to all workers would make unemployment too attracti) 
higher paid workers, pointed out that “it is not clear’? why the will to work 
higher paid worker would be dulled by compensating him for a reasonabk 
centage of wage loss while an individual who receives less in wages would no 
so affected. 

S. 2504 is urgently needed because in many States and industrial areas 
economic dislocatious of the national emergency since the Communist attac} 
South Korea have brought about large-scale unemployment, or have aggrava 
unemployment that had set in prior to January 24, 1950, or have prevented act 
to reduce and eliminate such unemployment, in line with the moral responsib 
which the Congress undertook when it enacted the Employment Act of 1946. 

According to the latest report of the Bureau of Employment Security, t! 
were as of last month 18 major labor market areas of substantial labor surp 
and 5 smaller areas which also had substantial surpluses. 

Among the largest of these areas are New York City, Detroit, Provid 
Grand Rapids, and Flint. They include areas in 12 States: Massachusetts, > 
Hampshire, Rhode Island, New York, New Jersey, Pennsylvania, Maryla 
Michigan, Indiana, Illinois, Texas, and North Carolina. 

In addition, there were exactly 100 other areas which had what the Burea 
Employment Security terms a “moderate labor surplus.’’ These 100 arca 
clude such large metropolitan centers as Boston, Newark, Philadelphia, P 
burgh, Birmingham, Mobile, Savannah, Memphis, Nashville, Knoxville, Cha 
nooga, Akron, Minneapolis-St. Paul, New Orleans, Galveston, Houston, |! 
Worth, San Antonio, Salt Lake City, Phoenix, Los Angeles, San Francisco-O 
land, Seattle, Tacoma, Spokane, and Portland, Oreg. 

The list of 100 areas also includes many smaller labor markets where wu! 
ployment percentagewise is of real concern to the communities as well as 
Nation. 


’ 


Among the 174 major production areas of the Nation, fully 118, or more th: 


two-thirds, are classified as areas of labor surplus. There are centers of ur 
ployment in every part of the country—North, South, East and West. T! 
123 labor surplus areas (including the 5 smaller areas of substantial surplus 

located in 38 States and the Territory of Hawaii. 


BENEFITS AS PERCENTAGE OF WAGES HAVE DROPPED SINCE 1939 


S. 2504 is needed because, although eligibility, among and duration of um 
ployment compensation benefits vary widely among States, in no State do t 
remotely approach adequacy for workers and their families accustomed and 
titled to an American standard of living (see table I). 

In making this statement we assume that Congress has foresworn, onee and 
all, the doctrine that part of the cure for depressions is to put the worker 
America through the economi¢ wringer. 

Thirteen years ago average benefits were nearly half of average weekly earn 
today they are less than one-third of weekly earnings. And, according to \ 
we are told about price trends in the next 18 months, the buying power of 1 
benefits will shrink. 

Until the opponents of 8. 2504 testified before this committee, we had four 
one who would say in so many words that workers continuing in ifvolu 
unemployment because of national policies in defense mobilization and imp 
administration should be content and try to make do with present State ben 
inadequate as they are in amount and duration. 

Instead, many of those who oppose 8. 2504 suggested that action should bs 
to the State legislatures. 

The hard economic-political fact is that to tell workers this is to offer th« 
stone when they and their families need bread. Action bv State legislatur 
improve benefits as to amount and duration is possible in some Stetes, not 
States in which there is substantial unemployment. 
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UNITED STATES GOVERNMENT HAS RESPONSIBILITY; ACTION WILL STIMULATE 
STATE ACTION 


But even if a State legislature could or would act, we are considering an 
emergency situation which was not created by the States of Michigan, New York, 
or Indiana. The States of Michigan, New York, and Indiana did not individually 
decide to shift the national economy from peace to defense. Nor did the States 
of Georgia, Maine, Virginia, or Oklahoma decide to cut back on the amount of 
raw materials which could be used for the production of less essential items. 
\j] these and other accompanying decisions were made by the United States 

‘ting through its legislative and executive branches. The unemployment and 
he cost arising therefrom are therefore the responsibility of the Federal Govern- 
ment. 

Action to improve benefits and extend duration is more likely in all States if 
the Federal Government—which is responsible for the unemployment because 
Congress, defense mobilization authorities and the military procurement agencies 
have ignored basic national policies, including the commitments in the Employ- 

t Act of 1946—will now step up to its obligation by making supplementary 

efits available as provided in 8. 2504. 

The need is great. It grows greater day by day as the savings of hundreds of 

ousands of American families are depleted, as benefit rights are exhausted, 
as debt is incurred, as needed food, clothing, health, and educational services are 
forfeited and as these unemployed read of new series of upward price adjustments 
and rich corporate profits both before and after taxes 

S. 2504, in our opinion, proposes a bare minimum program for weather 

momie dislocations and resul 

at may last a generation. 

Enactment will make it possible for States to act, with the help of the Federal 
Government, to maintain the standard of living of workers who are trained, readv 
and willing to work but who cannot find employment because of dislocations in the 
national economy during the emergency. 

Che States are free to accept or reject this help. 

The legislature of each State is free to improve or to 
unemployment-compensation benefit structure: the peopl 
to urge the legislature one way or the other 


tlig unemployment during a national er 


4 PROPOSAL MADE IN GOOD FAITH TO GET EMERGENCY ACTION 


it 


\ithough the products made by the workers we represent are sold 
markets under national price structures, and aithough most of the essent 
ife which they must buy are priced on a national seale, we are here today 

e in good faith that, in this period, and for this period only, we will try 

best of the existing State unemployment-compensation laws, wit! 

riations as to eligibilitv, amounts, and duration of benefits a t hie 
ication of the “suitable work’’ standard written into the Federa 
sincereivy bope that you will speedily reeommend and the ¢ 

this legislation for the emergeney, leaving to a later day 
form Federal standards and an outright national system of 
rance. 
his is not a matter of political or economic theory. The i 

for survival, for heaith, and for security of the individ 

y in a free society such as ours. 


FOUR REASONS FOR ENACTING 8S. 2504 NOW 


2504 is essential to a stable economy during the present aci 


rveney., 
and our allies are jointivy engaged in a world-wide 


en totaiitarian enslavement by Communist im 


ing force of the democratic idea that the 
~ Va 


uc, 
undertaking this supreme effort, we cannot affors 
sinkhoies of depression and une mpioyment to deveiop wi 
yponyY our peopie, 
achieve success with the least expenditure of time, lives, mon 
we should be emploving every avaiiat.e worker. Were we 
vould be thousands of lives, biliions of dollars, and years ne: 
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free and peaceful world. And the need for 8S. 2504, except on a stand-by basis 
would not exist. But our defense mobilization planning, policies, and adminis. 
tration as yet appear unequal to this job. 

In some quarters it is proposed to use unemployment and destitution to force 
workers to move about the country in search of jobs. This amounts to a proposa 
to use hunger of workers and their wives and children as an instrument of natio 
defense mobilization policy. 

Old problems of unemployment are ignored and grow worse; new soft spots of 
unemployment appear. 

Neither old nor new areas of unemployment can be ignored, postponed, or « 
posed of by inadequate measures, except at heavy cost to our economy, to 
welfare, health, and strength of millions of our citizens. 

This tragic and dangerous toll hits the children from whose ranks—to put it 
on the basis of armed strengtb—we must draw the young men for the Air a 
Ground Forces, the Navy, and the Marines in the unknown number of year 
come before we have world peace. And from their ranks also must come much of 
the scientific brains, the productive know-how, skill, and strength and the stand 
ares of humanity without which the greatest armed strength that 160 millio 
citizens of the United States of America can put together would be sacrificed 
an onslaught by Communist aggression utilizing the regimented manpower ai 
material resources of an expanding perimeter of satellite nations. 

We must make and keep ourselves strong in terms of every last human being’s 
health, welfare, dignity, and hope for the future. We must do this to have { 
productive strength year in and year out, for the duration of the contest, in bot! 
military and civilian production, for our own defense and for the aid of our allies 
in both military defense and in the Gontinual strengthening of their own economies 
and the strengthening of their social and political life. 

This is a total job, a total mobilization that as we must do as free people, under 
our Constitution, as citizens through our elected legislatures and Congress. 

S. 2504 is, of course, not the whole job. But it is an essential part of that jol 
If we seek to evade this challenge, if we allow unemployed workers and their 
faimilies, whose sons and brothers may be in Korea, to be economically submerged 
during this emergency, while some corporations and high-income individuals are 
maintaining and even improving their economic condition, then we will have 
inflicted grave injury upon our own economy and the morale of the Americar 
people; we will have weakened our position in the world, in the eyes of watchfu 
people everywhere who day end night measure and balance and decide betwee 
the performance of democracy and the untested promises of a evnical Communist 
propaganda machine employing upside-down standards of morality and behavior 

So we have four reasons for urging enactment of 8S. 2504: It is economically 
wise; it is socially desirable; it is morally right. And finally, precisely because 
this is so, we need this action as part of our defensive and offensive armor and 
program in the unceasing world-wide contest for the minds, hearts, and loyalties 
of mankind. 


a 


UNEMPLOYMENT MEANS INCOME DROP OF 64 PERCENT IF SINGLE, 53 PERCENT IF WITH 
DEPENDENTS 


We ask the committee for a moment to look at our economy from the point of 
view of a worker, who when employed, is paid, let us say, $75 per week and who, 
assuming he lives and worked in Michigan, is entitled to weekly benefits of $27, 
if without dependents, and allowances of $2 for each dependent child up to a 
maximum of four, making his possible total maximum weekly benefit for himself 
and all dependents $35. 

At the moment he is laid off, his income is slashed by 64 percent if he is without 
dependents or 53 percent if he has four or more dependents. (In many States the 
cut is deeper.) 

He has housing, rented or being purchased; he and his family have some roots 
in the community; their children are adjusted in school. 

Now all this is threatened because of defense mobilization policies. We include 
in mobilization policies not only cut-backs of scarce materials, curtailment of 
certain lines of production and construction, restrictive credit policies which we 
consider discriminatory and unfair, but also price inflation and tax increases that 
for lower incomes are almost at World War II levels, while higher incomes are 
taxed more tenderly in terms of net income left after taxes. 

What this worker wants first and most is his job back, with his accrued seniority 
accrued pension rights, and other very real values won in years of work, of organi- 
zation, and collective bargaining. 
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SHUT-DOWNS AND IDLENESS NOW SEEM “CRIMINAL NONSENSI 


It does not make sense to this unemployed worker and his family to be advised 
to leave their community, to leave a modern factory, mill, or shop that is built, 
fully equipped and ready either for defense or essential civilian production, and 
to start over somewhere else, pulling up his family’s roots and planting them again 
elsewhere, if and when he finds new employment. 

To an unemployed worker fully aware of the need for productive strength in 
this emergency, it seems criminal nonsense, an offense against national security 
to break up a productive complex of skilled, willing, and patriotic workers, o 
efficient plant, machinery, and managerial know-how, particularly when each day 
the press and radio report our production shortcomings in military and civilian 
goods. 

SOME CONSIDERATION GIVEN OTHER GROUPS AND INDIVIDI 


Moreover, it is like salt in an open wound for such workers, suff 
of their family living standards and disruption of their life plans 
time the consideration accorded other st gments of the econ 
for example: 

1) Accelerated amortization on more than $12 billions of 
siderable number of such plants having peacetime uses and pré 
whose construction was primarily intended and designed prior 
civilian purposes; 

2) The split-income provisions of the present tax law which 
illions in tax relief for higher-income individuals; 

3) Depletion allowances on oil, gas, coal, and 

cluding oystershelis; 

1) Family partnerships that recognize infants as ‘‘working 
purposes ; 

5) Carry-back and carry-forward tax provisions; 
Stock-option tax provisions: 
Premiums assured to high-cost operations in order to get 

1On | 


Subsidies given airlit es, merchant marine, 1 shipbuild 


G4) Government insurance of home loans that provides 
lenders, speculative builders, and other branches of the re: 
10) The price and profit protection given manufacture 

and farmers under the Defense Production Act 
We recognize the fact that reasons can be advanced for 
neentives.” hey cannot stand up under any si 
ialitv of sacrifice unless, at the same time, workers a1 
») unemployment during this emergenev are given at 
aintain themselves at a minimum American standard of 


WHERE WERE CRIES OF “STATES’ RIGHTS’? WHEN OTHERS WERE BEING HELPED? 


When we provided for financial assistance to corporations and when we enacted 
other legislation to assist other segments of the economy, no State came to Con- 
gress and said “Keep your hands off; that is our job, that corporation was incore 
porated in Delaware or Michigan or Maine.’’ No representative of a manu- 
facturers’ association or chamber of commerce came in and plead with the 
Federal Government to let the States meet the problem. Now that you are con- 
sidering legislation which deals with human beings wh i 
to defense mobilization policies, the States say ‘‘That is sacred ground. Don’t 
touch that. There is no Federal duty here.’’ 

We reject and we hope the committee will reject the double standard that would 
supply Federal aid to corporations and deny it to human beings, waiving States’ 


r 


rights in one instance and citing them as a pretext in the other. 


ose unemy 


NOT AN EXPENDITURE, BUT AN INVESTMENT 


To the extent that those responsible for defense mobilization policies are un: ible 
to provide full employment, that is, full utilization of existing productive plant 
and manpower, the obligation in 8S. 2504 will cost some money. lo the extent, 
iowever, that action is taken to implement both such proposals as we have made 
and the announced official policies relating to manpower, 8S. 2504 will cost little 
and will be at hand ready for use if and when new need arises. At most, the cost 


of 8. 2504 will be an infinitesmal part of the total costs of defense. Looked at as 


‘ 
é 
t 
i 
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an insurance, as essential maintenance of the human element in our produ 
resources, more important than expenditures for the safeguarding and ma 
nance of physical plant and machinery, the greatest conceivable expenditure w: 
be no expenditure at all but rather an investment. 5. 2504’s largest probabk 
would be a small fraction of the costs of measures already enacted by the ( 
gress to assist other groups in the economy during this emergency. 

The peoples of the world who are our indispensable allies in the strugg! 
preserve democracy will not be overly impressed or inspired by what we 
maintain or enhance the profits of corporations in the transition to a def 
economy. They will be greatly reinforced in their devotion to democracy by 
example of a great nation which, even while engaged in a multi-billion-d 
rearmament program, attends to the needs of families whose welfare is threat 
by the dislocations of defense mobilization. 

Prompt enactment of S. 2504 will help to make us strong both at home 
among the nations of the world. 


TABLE I.—Marimum weekly uwnemployment-compensation benefits compared ti 
Bureau of Labor Statistics city worker's family budget for an unemployed we 
fan ly of 4 persons, December 1951 


Maximum weekly 
unemployment- nemployed y imily 
compensation ) Weekly 
benefit budget 
deficit 
family 
With no —_ of 4 - 
depend- a ity Amount bu Che 


ents clad te 


STATE 


: ( 73 is. cl 
Denver 10, 73 23 Mr 


Pextil 
Washington 74. 2 {, 23 Tha 
Tackson ville = Uhe 
Atlanta 
Savannah 


Chicago 


Indianapolis 


Ka 

Kentt 2 3 

Louisiana 95 0 5 New Orlean 

M 5 25 Portland 

Mary!and 5 Baltimore 

M c tts 25 2 Boston 

Mi igu ’ 2 Detroit 7 { 

Minneso 5 9 Minneapolis 3 3 ‘mm 
Mi I 


, : ea ele ve wa 
Missour 25 d Kansas ¢ 8. 77 77 


St. Louis . oO) ¢ ‘ ro) 
Montan x Ato} 
Nebraska : ¢ or tl 
Nevada 25 e . se 
New Hampshire ‘ ‘ Manchester 1 popul; 
New Jersey oF } 7.7 
New Mexico a 
Ries annie ( } 7 Buffalo 5 19, AZ VOrKe 
New York ~ Mew Yoxk. “ag , 
North Carolir i 


na s r pe 
North Dakota ‘ : natiol 
Ohio 25 3 Cincinnati (0.3 3 
Cleveland : 5 ps AnLeW 
Oklahoma ms 
Oregon 2 2: Portland aU 
Philadelphia 
Pennsylvania aa ‘ Pittsburgh 
Scranton 
Rhode Tsland 
South Carolina 
South Dakota 
Tennessee , Memphis 


See footnotes at end of table, 
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duc fasnLE I.—Mazximum weekly unemployment-compensalion benefits compared to the 
ma Rureau of Labor Statistics city worker’s fam ily budge t for an une mploye d workers’ 
Wi family of 4 persons, December 1951—Continued 

ible cement 


Maximum weekly 
unemployment- | Unemployed city worker’s family 
compensation budget ! Weekly 
benefit 


With no 
depe nd- 


ents 


$20. 00 $20.00 | Houston 
27. 50 27. 50 

25. 00 25. 00 

20, 00 20. 00 

20. 00 20.00 | Richmond 
30. 00 30.00 | Seattle 

25. 00 25. 00 

30. 00 30.00 Milwaukee 
25. 00 31.00 


iu of Labor Stati : oe Worker’s Family Budget, brought 1 dat 
Includes cost a onde services, and rents only, for an unemployed w 
iren. Excludes income taxes, old-age insurance, occupational expenses, and life 


ree: Daily Labor Report, Jan. 31, 1952, p. B 


The CHAarRMAN. You miav he seated, Mr Bishop, and we shall be 
vlad to hear you. Will you please identify yourself? 


STATEMENT OF MARIANO BISHOP, VICE PRESIDENT, TEXTILE 
WORKERS UNION OF AMERICA, CIO 


Mr. Brsnop. My name is Mariano Bishop, vice president of the 
extile Workers Union of America, CLO. 

The Cuarrman. The Textile Workers? 

Mr. Bisnor. That is correct, sir. 

The CHarrMan. Very well. 

Mr. Bisnor. I think that Mr. Reuther has covered the situation 

soli uv as the unemployment situation is concerne d very, very well, 
ud Tshouid like to make a few brief remarks as it affects the textile 

—_ throughout the country. 
e have presented a statement with certain charts showing how the 
ense program has affected our industry. In appearing before this 
asain in behalf of the Textile Workers U nion of America, CIO, 
ve want to urge approval of Senate bill 2504. e believe that liberal- 
ation of benefits for the unemployed is a necessary step in est: or 
¢ the principle of equality of sacrifice among all segments of the 

population. 

The mobilization program has had a far-reaching effect upon textile 
vorkers. This is no startling development. We had expected that 
the policies that have been created in connection with this gigantic 
national effort would reach into most of the facets of our lives. We 
new there would be shortages of materials and restrictions upon 
manufacturers. We anticipated that orders to simplify and standard- 
e equipment relating to our national defense nee ds would curtail 
work in many various branches of industry. 

We expected that changes in orders and specifications would have 
unmediate repercussions upor employment and that there would be 
lay-offs as a result of these decisions. We recognize that these results 
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to some extent are unavoidable and that they must be borne tempo. 
rarily for political, strategic, and military reasons, but we insist that 
the cost of these changes in our national economy cannot and must no; 
be borne solely by one segment of our population. 

As these dislocations have occurred. the burden has fallen, in the 
major part, upon workers, particularly textile workers. Business and 
industry, as was pointed out by Mr. Reuther, have been protected 
through existing provisions. For instance, employers can averave 
their profit returns and claim benefits under the carry-back provisions 
of the tax law. Many other devices exist for cushioning the blow of 
mobilization upon business and industry. 

But workers, aside from the low standard of unemployment benefits. 
in the light of the present day cost of living, have completely inade- 
quate protection against such shocks. They must be aided. They 
need more generous protection during this period when public policy 
deliberately affects their economic well-being. 

The mobilization program, of course, is designed to strengthen th 
defense of the Nationasa whole. Since its benefits are to be shared by 
all, the sacrifices should also be shared by all. The equity of this 
principle of uniform treatment has been recognized by the mobiliza- 
tion director, Mr. Wilson, in his announcement that he will seek to 
direct military orders to depressed areas. 

The mobilization authorities recognize that a sound country eannot 
be built with one-half of it depressed and the other half employed be- 
young the limits of current facilities and manpower. resources. We ar 
encouraged by this approach, for it will mean more balanced use of our 
resources and manpower, and equalization of employment opportuni- 
ties. But this in the final analysis is a long-range program. It does 
not solve the crisis facing unemployed workers at this very moment 

We in the textile industry know whereof we speak. We have felt 
the full impact of the mobilization program, and the current economi: 
set-back which has stricken soft goods industries, 

Employment in the textile industry has dropped by 9.3 percent. be- 
tween February 1951, and December 1951. Mr. Reuther testifi 
that the national average is 3.3 percent. That represents a loss o! 
jobs by approximately 150,000. textile workers. Man-hours hav 
dropped by 12.4 percent during that period. These are not reductions 
in total employment and total man-hours. But actually hundreds o 
thousands of additional textile workers have been laid off and are job- 
less. During the last eight months of 1951 when unemployment by 
came chronic, 392 out of every 1,000 workers were separated from th 
payroll, 

Turn-over was great in the textile industry, not because there was 
an abundance of jobs, but because a great number had jobs of short 
duration. Responsible for these short terms of unemployment i 
most cases were the closing of some mills. Only yesterday in West 
Virginia, one plant, which is the only plant in the town, closed down 
They were making automobile upholstery, and they had to close t! 


Lie 
plants down because there is no business. and those people are totally 
unemployed. 

It is probable, therefore, that some 225.000 to 300,000 workers who 
were on payrolls as of March 31, 1951, have since lost their jobs. 

The uneven impact of unemployment is demonstrated by the fact 
that 10 textile communities are now classified as areas of substantial 
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labor surplus. Five of these are in New England. Three are in 
Pennsylvania, and one each in Maryland and North Carolina. The 
high rate of unemployment, therefore, is characteristic of textile com- 
munities, both in the North and in the South. Seventeen textile areas 
with substantial textile industries have moderate surpluses of labor. 
These include three in New England, four in North Carolina, two each 
in Alabama, South Carolina, and Tennessee, and one in Pennsylvania, 
New York, New Jersey, and Georgia. 

One of the hardest hit communities in the United States is Lawrence, 
Mass., where unemployment is close to the 20 percent mark. In 
other Massachusetts cities, similar high levels of unemployment exist. 
In November 1951, Lowell, Mass.. reported 8% percent ratio of job- 
less workers; North Adams reported 7.2 percent; Fall River, 6 percent; 
and New Bedford, 5.4 percent. 

Even more significant is that in these five cities the total unemploy- 
ment claims of workers who were insured was 18,354, whereas total 
unemployment was 24,650 in November 1951. The difference here 
is a rough measure of the degree to which people have exhausted 
their claims to unemployment insurance. It is also a rough measure 
of the long duration of their unemployment. The textile industry 
has been affected and has had unemployment throughout the country 
for approximately 11 months. 

In this period of labor shortage, it is highly intolerable for us to 
waste such human resources. It is obvious that we must bend our 
efforts to rehabilitate those individuals into fully qualified workers, 
which most of them are. Their only reason for giving up claims in 
the market is the scarcity of jobs. “We have too much work to do 
in this country to tolerate conditions which do not put to use all 
able-bodied people. We cannot afford a set-up wherein productive 
work is not provided for them. 

Therefore, we strongly urge an increase in the unemployment 
insurance benefits provided in Senate bill 2504. This bill provides 
a necessary step to improve the benefits of jobless workers so that 
they may be better maintained during the period of enforced idleness. 
If we do this, they in turn will be in a better position to produce effee- 
tively when industry revives and new military contracts are channeled 
into their areas. 

We have attached to our statement tables showing the maximum 
weekly payments and maximum compensable weeks of employment 
per year in the major New England, Middle Atlantic, and Southern 
States. In the Northern States, the weekly benefits tend to range 
from $25 to $30 a week. In the Southern States, they range from 
520 to $22, but in North Carolina the maximum is $380. In two 
States, Connecticut and Massachusetts. dependency benefits are paid. 

We show in our statement ‘arnings of textile workers in important 
textile States. We show what those earnings are. These figures 
indicate the fact that the addition of a 50 percent benefit will still 
leave benefits below the 65 percent limit set by the present bill. 

Senate bill 2504 is a necessary step to establish the principle of 
equality of sacrifice during our national emergency. It is a way for 
the Nation to recognize that the persons bearing the first and imme- 
diate cost of our mobilization program will be protected from the 
excesses of this inequality of impact. It should be coupled with the 
immediate implementation of the Mobilization Director’s defense 
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manpower policy, to assure that contracts are quickly directed | beyond tt 
areas with large pools of unemployed workers. mined a 
We strongly urge that jobless workers be made active participants oan 
in our mobilization program. They can and must be given an op.- ment foll 
portunity to share in the Nation’s productive work. They can hel; listinetio 
the Nation expand its productivity. inemploy 
In this era of human and material shortages, we can hold our hum; Oe 
reserves by providing them with adequate benefits to maintain thei tunities. 
full vigor and qualifications as workers during their transition fro We in 
unemployment to full employment. nt 
We strongly support the bill, Mr. Chairman. He a a 
Thank you. ‘n empi 
The Cuarrman. Thank you very much, sir. udditions 
Are there any questions, Senator Moody? During t 


: : : very 
Senator Moopy. No, thank you, sir. sal 


The CuarrmMan. Thank you very much. navroll. 
> ry 
Mr. Brsuop. Thank you. wriod, \ 
(The prepared statement of Mr. Bishop is as follows:) re 
Lune ¢ 
STATEMENT BY MARIANO BisHop, VicE-PRESIDENT OF TEXTILE WorRKERS Un sing © 
or AMERICA, New York, N. Y. ment to 
300,000 
We endorse Senate bill S. 2504 for the liberalization of the unemploym« The u 
benefits for the unemployed. The present mobilization program has had far- commun 
reaching effects upon all of us and we expect it to extend into most facets of ow Five of 
life. We appreciate there will be shortages of materials and restrictions and Nor 
manufacture. Orders for simplification and standardization will curtail work o therefor 
many different branches of industry. Frequent changes in orders and specifica textile 
tions will have their immediate repercussions upon employment as layoffs ar These it 
likely to follow immediately upon these decisions. n Penn 
Broad considerations of economic, political, strategic and military interes; wo in? 
may properly dictate these decisions. But the costs of these changes cannot } One 0 
borne solely by the persons immediately affected. They are costs which must where 
generally recognized and the persons affected must be aided. Already many pr areas, 8 
visions exist to assist business in such cases. For one, emplovers can claim be: the date 
fits under the carry-back provisions of the tax law and thereby average out t! 8.5 perc 
profit returns. More generous protection is necessary for workers during 1 Bedford 
period when public policy deliberately affects their economic well-being. Even 
Since the mobilization program is designed to improve the defense of the natio: ploy 
as a whole, and the benefits are to be shared by all, the sacrifices should be a The dif 
equal as is practical. The persons adversely affected by our mobilization pr 
gram should be aided in making the adjustments. Unemployment insura: 
benefits provided for them should be increased to allow for easier adjustment 
The victims of these programs include not only those affected by restricti 
on the availability of materials but also those more dislocated by these progra: 
The mobilization controls extend far beyond the restrictions on the use of raw 
materials. They include credit restrictions, monetary and banking policies, ta: 
programs, types of governmental expenditures, price and rent regulations, as 
as wage and.salary rules, programs for housing, and the determination for | 
location of new industrial structures. The industries and employments advers: 
affected by these economic policies have been as much victims of the designs 
our mobilization program as those rendered unemployed by the decisions dete: 
mining the allocation of raw materials. For in fact the producers of many « 
sumer hard goods have suffered not only from the restrictions on raw materi 
but also from controls on credit. It is probable that markets have shrunk be! 
the output goals set by the basic allotments of steel and copper. All work 
affected by the current mobilization program should be treated alike. The un 
ployment stemming from the economic controls is as obviously related to « 
mobilization program as that arising from the policies allocating raw materials 
The equity of this principle of uniform treatment has been recognized 
Mobilization Director Wilson in his announcement that he will seek to direct 
military orders to depressed areas. After considering the need for a more rations 
allocation of military orders, the mobilization authorities recognized that a sound 
country could not be built with one-half depressed and the other half employed 


ir el: 
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beyond the limits of current facilities and manpower resources. They have deter- 
mined to spread Government work to depressed areas. Included among the latter 
communities in which large proportions of the unemployed are usually engaged 
the production of consumer goods, both soft and durable. Their unemploy- 
ment follow upon economic policies enunciated by the control authorities. No 
stinction is being made as between depressed areas with an excessive volume of 
mployment due to shortages of material and those suffering from a decline in 

r markets. Military orders will be spread to allow for the balanced use of 
resources and manpower. The orders will seck to equalize employment oppor- 
ties. Thereby a better balance will be established throughout the country. 
We in the textile industry have felt the impact of these mobilization programs 
ind the current economic setback. Employment has dropped from February 
1951 through December 1951 by 127,000 persons, or 9.3 percent. Manhours have 
d by 12.4 percent during that period (table I). These are the net reductions 
mployment and total man-hours. But actually hundreds of thousands of 
uiditional textile workers have been released and have remained unemplovyet 


During the last 8 months of 1951 when unemployment became chronic, 392 out 


very 1,000 employees on the payroll were separated. That does not mean 
only 608 of the persons on the payroll on March 31, 1951, are still on the 
roll. It does mean that of those on the payroll and those hired during this 
iod, who numbered 262 per thousand on the payroll, 392 per thousand were 
rated. A great number had short jobs. Turn-over was great not because 
he abundance of jobs but be case of the shortness of the work perio 1, the 
sing of some mills and the opening of some new ones, and the efforts of manage- 
to sift out its employees. It is probable therefore that some 225,000 to 
300,000 of the employees on the payroll on March 31, 1951, have lost their jobs. 
Che uneven impact of the unemployment is exhibited in the fact that LO textile 
umunities are now classified as areas of substantial labor surplus (table I] 
ve of these are in New England, three are in Pennsylvania, two in Maryland 
{ North Carolina. The high rate of incidence of unemployment is characteristic 
refore of textile communities both in the North and the South. Seventeen 
tile areas with substantial textile industries have moderate labor surpluses. 
se include three in New England; one each in New York and New Jers 
Pennsylvania; four in North Carolina, and two in Alabama; one in ‘ 
in South Carolina; and two in Tennessee. 
One of the hardest-hit communities in the United States is the city of Lawrenee, 
ere unemployment is close to the 20-percent mark. In other Massach ts 
reas, similar high levels of unemployment exist. Im November 1951, which is 
date of our last survey (table IIT), Lowell, reported a ratio of unemployed of 
5 percent; North Adams reported 7.2 percent; Fall River, 6 percent; and New 
iford, 5.4 percent. 
Even more significant is that in the 5 cities the total claims of 
ployed was 18,254 whereas total unemployment was 24,650 in November 1951. 


iset 


difference is a rough measure of the degree to which people have exhausted 
r claims to unemployment insurance and the duration of their unemployment 
is. Another group of thousands of workers have been unemployed so long 
t they no longer consider themselves as normal parts of the employment market. 
this period of labor shortage, it is highly intolerable for us to waste svch 
ian resources. We must bend our immediate efforts to rehabilitate these indi- 
luals into fully qualified workers, which most of them are. ‘Their only reason 
r giving up claims in the market is the scarcity of jobs. We have too much work 
io in this country to tolerate conditions which do not preserve for us all able- 
lied people and provide productive work for them. 
mmediately we urge the rise in unemployment-insurance benefits as provided 
S. 2504. This bill provides a necessary first step to improve the benefits of the 
mployed so that they may be better maintained during the period of enforced 
ness and therefore be in better position to produce when industry revives and 
militarv contracts are directed to their areas. We are attaching herewith the 
imum weekly payments and maximum compensable weeks of unemployment 
vear in the major New England, Middle Atlantic, and Southern States (table 
In the Northern States. the weeklv benefits tend to range from $25 to $30 
week. In these Southern States, thev cluster about $20 and 522; but i 
rth Carolina, the maximum limit is $30. In two States, Connecticut anc 
issachusetts, dependency benefits are paid. 
\ctually, earnings of textile workers in the respective important textile States 
shown in our table IV. It indicates the fact that the addition of the 50 per- 
benefit will still leave benefits typically below the 65 percent limit set by the 
sent bill. 
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We urge approval of the present bill as a necessary step to establish the prin- 
ciple of equality of sacrifice among all the participants in the common progra: TABLE II 
for the defense of our way of life. To the extent that we raise these benefits t 
more adequate levels, we recognize that the persons bearing the first and imnx Fes 
ate costs of our mobilization program will be protected from the excesses of t] 1. Areas. 
inequality of impact. We must supplement these benefits with immediate 
plementation of the Mobilization Director’s Defense Manpower Policy No. 4 1 
assure the immediate award of contracts to areas with large pools of unemployed 
They must be made active participants in our mobilization program. They car 
and must be asked to share in the Nation’s productive work. They can help ey 
pand our productivity. In this era of human and material shortages, we can hi 
our human reserves by assuring them adequate benefits to maintain their fu 
qualifications as workers during the transition from unemployment to full employ 
ment. 


Tas.Le I.—Employment and average weekly man-hours in the tertile mill prod 


industry by State, February and December 1951 Q 


‘ 


“a \ 


Percent chang 
February 1951 
December 195! 


Average weekly 


Employment ! : 
: man-hours 


( 

Febru- | Decem- Febru- | Decem- | Employ- 
ary ber ary ber ees ( 
Thou- Thou- Thou- Thou- 
sands sands sands sands 


elon ‘ 
United States ? ee his 1, 364.0 1, 237.0 55, 651 . 


48, 738 
New England 3 ii ae ; 284. 6 246 10, 167 , 442 


I 
{ 
I 
] 
I 
( 
( 
( 
( 


Maine s 5) ( 

New Hampshire a 20. § ! - 13.2 F | 
Vermont r 
Massachusetts 4, - ¢ 19 I 
Connecticut | 7 ; : . { ‘i 

Rhode Island 3. Areas 


Middle Atlantic §__- 


New York. 
New Jersey 
Pennsylvania 
Delaware 


South 6 


Maryland 
Virginia 

North Carolina! 
South Carolina’ 
Georgia 
Alabama 
Tennessee 
Texas 

Louisiana 
Arkansas 


nue ws 


Midwest ° 


Indiana 
Illinois 7 
M issouri ’ 
Minnesota 
Far west: California '° 


~“Inwrnw 


Wage and salary workers. 
Data include States not shown separately. 

Maine and Vermont are not included in man-hour data because they are not available. 

Not available. 

Delaware is not included in man-hour data because information is not available. 

Employment and man-hour area totals are for those States for which such data are available. Mary] 


and Louisiana, which are included in employment totals are excluded from man-hour totals because dat 
are not available 


7 December data not available, figures are for November 1951. 
8 Production workers. 


* Employment and man-hour area totals are for those States for which such data are available; these 
shown in the table 


© Area totals are for State of California, the only far west State which reports such data. 


1 
2 
3 
‘ 
5 
6 


Source: State departments of labor and U. 8. Bureau of Labor Statistics. 





UNEMPLOYMENT COMPENSATION 289 


Le pris z : z 
rogray TaBLE II.—Distribution of major textile labor market areas according to adequacy 
2 


efits + of labor supply, January 1952 


mime . . 
: of t] Areas of substantial labor surplus: ! 


Fall River, Mass. 

ate 

ie at Lawrence, Mass. 

F Lowell, Mass. 
Manchester, N. H. 
Providence, R, r 
Altoona, Pa. 
Seranton, Pa. 
Wilkes-Barre-Hazelton, Pa 
Cumberland, Md. 
Asheville, N.C. 

as of moderate labor surplus: ! 

New Bedford, Mass. 
Springfield-Holyoke, Mass. 
Worcester, Mass. 
Paterson, N. Zz 
| tica-Rome, N. \ ° 
Philadelphia, Pa. 
Charlotie, N. C 
Durham, N. C. 
Greensboro-High Point, N. C. 
Raleigh, N. C 
Gadsen, Ala. 
Montgomery, Ala. 
Columbus, Ga. 
Columbia, 8. C. 
Greenville, 8. C. 
Knoxville, Tenn. 
Memphis, Tenn. 
Portland, Oreg. 

3. Areas of balanced labor supply: ! 
Allentown- Jethlehem, Pa. 
Macon, Ga. 


ploy 
ney car 
1elp ey 
an hi 
eir 
IMploy 


) 
red 


1 Areas are classified by the Bureau of Employment Security on the basis of the relation of current and 
t 


spective labor sup lv to labor requirements. Areas of “substantial labor surplus”’ are classified in the 
ireau’s gro ip IV category. 


yurce: U. S. Department of Labor. 
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TaB_e I11.—Estimated unemployment in Massachusetts textile areas uni mploy) 
as a percent of estimated labor force, October and November 1951 


October 
1951 


Lowell area 
Labor force 51, 830 
Unemployment 4, 800 
Ratio 9.3 
rotal claims, middle week of month ! 3, 688 
Lawrence area 
Labor force 58, 920 
Une a 12, 000 
tatlo 20 
Total claims, middle week of month ! 29 733 
New Bedford area ‘ 


Labor force 100 


74 
4, 350 


5. 8 
ita k of month 3, 906 

Fall River 
Labor for 63, 650 
Line men 5, 200 


Total claims, n K ol month 
North Adams 
sabor force 


,~ iddle 


irtial unemployment have been excluded 
with the October and November claim totals given above, signatures have been ¢ 
duals who were actually working on their first week of “staggered” employment 
unemployment. For the week ending Nov. 24 and Oct. 20, some 1,077 and 1 
signa \ een excluded from the claims totals in contrast to all previous reports when such sig 
were i . The claims totals given above do include the following initial claims which ars 


filed by who were at work in the prior week to which the continued claims apply: Nov. 24, 195 


claims; t , 1945, initial claims 


Source: Massach on of Employment Security. 


r ] ‘ } 
] ABLi / Cx un j KY unemp.oyme Co penmsa 10 henefits and me 


payments in select s (as of Dec. 1, 1951) 


New England: 
M aALit 
New Hampshire 
Vermont 
Massachu 
Connect 
Rhode Islan 
Middle Atlantic 
New York 
New Jerse y 
Pennsylvania_- 
South 
Virginia 
North Carolina 
South Carolina 
Georgia 
Alabama 
lennessee 


‘Gm ee } 
1 Not available. 

2 $36 for workers with dependents in Connecticut; $51 in Mass 
$ $30 for benefit years beginning Vec, 31, 1951. 


* November 1951 figures. 


Source: Social Security Bulletin, December 1951, 
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The CuatrMan. Is there anyone else? 
\ir. BLock. Yes, sir. 
The CHarrRMAN. You wish to make a statement also? 
Mr. Buock. Yes, sir. 
The Cuatrman. Will you please identify yourself for the record? 


4 av 


UNION OF ELECTRICAL WORKERS, CIO, AND PRESIDENT, PENN- 
SYLVANIA INDUSTRIAL UNION COUNCIL 


STATEMENT OF HARRY BLOCK, VICE PRESIDENT, INTERNATIONAL 


Mr. Buocx. Mr. Chairman, my name is Harry Block, vice president 
of the International Union of Electrical Workers. CIO. and president 
f the Pennsylvania Industrial Union Couneil. 

Mr. Chairman, ours is a new industry as far as industries are known 

the electrical industry and eovers the electronics field. and is of 
vital importance to the war-production and defense-production pro- 
oram., 

As of the end of 1951, some 11 percent of our members were laid off; 
\lost of this unemployment had already gone into the 6 months’ 
period, and with the ecut-back in copper, especially, the amount of 
inemployment is even rong to row 

Two ef the most important reasons for this unemployment are the 
reduction in the allocation of critical material, copper especially, 
secondly the failure of the procurement agencies to offset with defense 
orders the cut-back in civilian production. 

Beeause it is a new industry, certain skills that have been accumu- 

ted in that imdustry that will go into radar and other electronic 

vices of the defense program will be lost, especially if the manpower 
oes from the Philadelphia-Camden area, the Chicago area, and the 
Indianapolis area, into other fields where new plants are being built 

he three areas designated, Philadelphia-Camden, Chicago, and 
Indianapolis, are really the heart of the electronics radio-television 
ndustry, as they are known today. 

We have been told by the bureaus that 80 percent of the copper will 
ro for defense orders and into stockpiling, lear ing approximately 20 
percent for civilian production. Twenty percent f 
ion means that at least 15 percent more of the ine 
off, and that amount of manpower lost to the area. 

Unless we maintain this Inanpower in the area, the copper shortage 


° “4 
civilian produc- 


ustry will be laid 


yl 


will become even worse because of spoilage when the trained worker 
leaves the particular area. 

The eut-back in television and radio, not because of oO erproduction, 
suit due to the cut-back in materials, has a far-reaching effect upon 
employment in wood and rubber and glass, because they all make up 
component parts of the electronics industry, and the displacement 
there goes far afield. 

In Pennsylvania, we have a maximum of $30 a week without de- 
pendent allowance as unemployment compensation. The average 
increase in Pennsylvania under the Moody bill will not be 50 per- 
ent of the State figure, but will actually amount to approximately 
0 percent of the State figure, because a worker earning $60 a week, 
receiving $30 under the State law, could only, under the bills 65 
percent Maximum, receive a total of $39 instead of $30 plus $15, or a 
otal of $45. 
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Taking an across-the-country average, it would still approximat 
between 30 and 35 percent because of the double checks, both on th 
dollar ceiling and the percent ceiling. 

The Pennsylvania situation not only covers electronics as such, but 
also covers steel, and change-overs in the steel industry. In changi 
furnace types, we find that in small towns that are strictly steel town 
approximately four plants are being laid off due to reconversion, and 
sometimes 2,000 out of a total of 3,000 are laid off in one steel plant 

We find that in the small towns, especially, when these lay-of! 
occur, and when the purchasing power is not large enough, that homes 
are lost, insurance policies are dropped, the grocer does not get paid 
and eventually it gets down to the farmer, the storekeeper, the doctor. 
all not being paid, and being directly hit by the lay-off. 

Most of the States pay between one-twentieth of the highest qua: 
terly wage and one twenty-sixth of the highest wage in unemploy- 
ment compensation benefits. In a field where the average wage is 
approxim: ite ‘ly $60 a week in the electronics industry, with rent and 
food pric es bei ing what the ‘y are, the 65 percent figure, which gives a 
figure of approximately $39 a week, is a little less than what is actuall) 
needed to pay rent and supply just half of the necessary food in a 
family of four. 

The International Union of Electrical Radio Machine Workers and 
the Pennsylvania CIO Council ask for the adoption of Senate bill 
2504, not on the basis that it will assist the worker in maintaining a 
decent standard of living, but merely that it will alleviate some of th 
suffering that is now going on, and will, as stated by the other speakers 
bring about some kind of equalization of sacrifice both on the pa 


oi industry and labor. 
Thank you. 
The CuatrmMan. Thank you, sir. 
(The prepared statement of Harry Block is as follows:) 


Testimony oF Harry Buiock, Vice Presipent, IUE-CIO 


As of the ‘ nd of 1951, there were over t7,000 unemploved in the ind istri 
covered by IUE-CIO, Of these about 15,000 were in radio. television, a! 
related industries, 8,000 in appliances and lamps and 24,000 in household electrica 
equipment. This is equal to about 11 percent of the total employment of 450,000 
that existed in these sectors a vear ago. 

Most of this unemployment has lasted at least 6 months, and in the case of th 
latter two groups it is growing. What happens to the unemployment in the rad 
TV industry may be determined in a substantial degree by the current chang 
in military procurement for electronic items, 

In the main, this unemployment has been created through the operatior 

defense program and because of Government orders and regulations. T 
legree, the unemployment is due to three major cause 
The reduction in allocation in critical material to consumers electrical goo 
This in turn has been due to the shortage of metals, principally copper. 

I]. The failure of the procurement agencies to properly allocate defense orders 

thai the reduction 1th production of consume! goods would be offset W 
sufficient increased defense requirements. 

If1. The failure of consumer buving power due to high prices and taxes; a 
the bad judgment and greed used by many producers of consumers goods in fir 
frantically overproducing and then just as frantically cutting production throw 
thousands of « mplove es out of work. 

The facts regarding these points will be indicated. It is sufficient to say t 
his unusval and pr jonged unemployment has been created by and thro 
Government action and activities, it is a responsibility upon Government to help 
alleviate the situation. We wish to make it perfectly clear that we do not consi 
the provisions of the present bill as any substitute for returning these unemployve 
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workers to useful and gainfulemployment. That responsibility in our opinion, es- 
pecially in this present critical period, is the paramount one. But unless and until 
that is done, those who are made unemploved should not be required to themselves 
bear the burden of this unemployment. As workers they have paid for their share 
of the defense program in additional taxes and in the increased cost of living. 
Chev should now receive some of the prot ction that is require das a result of the 
operation of the defense programs. 


I. MATERIALS ALLOCATION 


The copper problem is the key and virtually the limiting factor in the shortage 
of critical materials. It is largely r ‘sponsible for unemployment in our indi stry 
The supply of copper available to this country is 200,000 tons of copper a vear less 
than what was available during World War II. Of this reduction, there has been 
a drop of 160,000 tons in the domestic pr duction a drop from 1,120,000 tons i 
1942-43 to 960,000 in 1951. As a result of this drop in domestic pro luction and 
imports, the allocations of copper ti 


has been reduced to 35 percent of 1 


» the consumer durable good our industry 

he level of the first half of 1950—a cut of 65 
percent. W hile that period showed better prod iction anc employ ment than 1449, 
the first part of 1950 itself was still a period of some unemployment 

The electrical industry is the largest consumer of copper in the country, using 
about 30 percent of the Nation’s supply. Copper is our life-blood for production 
and employment and these drastic reductions in copper supply have been a major 
cause of the current unemployment. The failure of copper supply to match even 
the levels of 1942-43 is due mainly to the greed and selfishness of the three monopo- 
listie copper producers and the ineptitude, timidity, and failure 
agencies to secure increased supplies. 

Phelps-Dodge, Anaconda, and Kennecott produce about 80 percent of the 
Nation’s domestic supply. Anaconda and Kennecott are the chief owners of the 
Chilean mines which Is our chief source of overseas production. The failure of 
these companies to increase domestic supplies is due in our opinion to a form of 
sit-down strike in which they have been attempting to drive a hard bargain with 
the Government in terms of subsidies to themselves, increased prices and exorbi- 
tant guarantees of profits. They have been successful to date in halting for a 
year any program of aid to the smaller high cost mines and until recently they 
had convinced Mr. Jess Larson, head of the Defense Minerals Administration, 
of the virtue of refusing to utilize funds made available by Cor 
small high cost mines. 

While it is true that the subsidy program has now made a hal 
start among the high cost small mines, the large producers are cat 
ceasingly for another price increase, this time of 3 cents 
for all-out production. 

In 1942-43 we produced 1,120,000 tons of copper a year and thi 
to these large producers was 12 cents a pound. In the intervening years, 
costs of mining 1 pound of copper has increased a little over 1 cent and it is likely 
that the total cost of producing a pound of copper has increased no more than 3 to 
t cents. Sut the domestic price of ¢ opper has increased by 12 cents or 100 percent. 
\s a result, these three great controllers of the copper industry are making net 
profits after taxes two to three times as great as in 1942-43 with a small production 
of copper. Kennecott in 1951 made a net profit after taxes 245 times as large as 
in 1942-43 and earned nearly 19 percent on the stockholders investment. Phelps- 
Dodge’s net after taxes increased by more than 4 times and t! is now 
giving the stockholders a 100 percent stock dividend t is year ¢ r lush cash 
dividends. With 24% cents a pound for copper they are obviously doing extreme ly 
well and should be capable of expanding production without further subsidies. 

Starting back in October 1950 our union raised this problem with the defense 


production officials and we have raised it unceasingly ever since. We have de- 


manded that the Government work out a program that would assure the full 
production of all copper possible, both in the large, low e and in the marginal 
mines, and we should not have this sit-down strike on the part of the great pro- 
s asaes 

aucers. 


»of our Government 


a po ind, 


can be employed with 1 ton of copper a year in the radio-TV industry; 6 workers 
with 1 ton on domestic electrical appliances. 
The reduetion of 160,000 tons a vear mm domestie supply e 1942 3 1s 4 


times as much as the entire electrical household and appliance industry, including 


\ pound of copper goes a long way in our industrv. For exar | 10 workers 
l 


l 


radio and television used in 1947 and which employed 300,000 peopl In other 


words, the 160.000 tons a vear lost was enough copper to provide | 200,000 man 
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years of work. None of the experts are willing to predict any real improveme: 
in the copper picture in less than another year. We, thus have a long term unen 
ployment problem to cope with and that requires national action. We insist tha 
the workers in our industry should not be made to pay for the unemployment th: 
has resulted from the failure of both industry and Government to secure an ad: 
quate supply of copper. 

Il. PROCUREMENT POLICY 


A substantial part of the present unemployment is due to the failure of t! 
procurement agencies to properly allocate defense contracts and of the prin 
contractors to properly allocate subcontracts. 

After all, with the exception of perhaps 2 or 3 percent of our supplies that 
to the stockpile, the scarce materials which are taken away from civilian work 
to defense production. Under a perfectly functioning system, if each compa: 
and plant would have returned to it for defense production the scarce material 
that were taken away from its civilian production, there should be very litt 
unemployment. 

While we do not expect such a perfectly operating system, we do believe that t! 
disproportion between reductions of civilian work and the increase in defense wor 
in various plants has been far too great. While facilities, manpower and equi; 
ment lie idle in some plants, scarce materials are being used to construct entire 
new plants, recruit and train entirely new labor forces, all resulting in a was 
of manpower and materials. Furthermore, large companies who are getting t 
lion’s share of defense contracts, have been unwilling to subcontract sufficient 
to spread this work into plants whose civilian production has been cut back. | 
example, we are informed that expenditures for military items will be running ; 
the rate of $52 billion a vear as compared with $19 billion a year, fiscal ’51. TI 
is an increase in expenditures of $37 billion a year, and is equal to practically t! 
total spent by the American people for consumers durable goods including aut 
and housing in the boom vear of 1950. In other words, the increase in militar 
spending 1s equal to the entire amount spent for all of our consumers durable goo 
and all of our housing 

With such a tremendous increase in spending, certainly it should be expect« 
that there would be no unemployment in these industries—that there would 
enough defense orders to r employ the people affect i Yet in our part o 
field alone there are 47,000 unemploved 

\ case in point has come from part of our industry, the electron 
industry. There have been many complaints that the shortage of productio: 
electronics equipment has been holding back the whole defense program Yet 
is in this field where some of the most glaring illustrations occur of the wast 
manpower and facilities. 

The radio and television industry already has plants, facilities, manpow 
technical skill, capable of producing a large part of the el 
needed. Thousands of people in this industry are unemploved today and facilitir 
are underutilized. Yet entirely new plants are being erected with the usc 
scarce materials and entirely new work forces are being trained. There is simy 
no relationship between the location of the trained manpower of the radio and ‘| 
industry and that of the military electronics program. 

For example, Chicago, which has 19 to 20 percent of the radio-, TV. and par 
labor force, got only 8 percent of the military contracts. The Philadelphia a 
Camden area, that has 12-13 percent of the radio-TV manpower, got only 
percent of the military contracts. Fort Wayne, which has 3-4 percent of 
radio and TV manpower, got only .06 percent of the military contraets.  Y¢ 
Los Angeles, which has only about 2 percent of the radio-TV manpower, got 
percent of the military contracts. 

Of the $4 billion for procurement of military electronies articles placed in fis 
51, less than 8 percent went to the radio-television industry. Companies 
had not been in the industry at all received about 20 percent of the defense orc 

The Government has aided in this terrific waste by issuing with the utmo 
liberality certificates of necessity which provided a handsome tax exemption 
build new plants. In Bowling Green, Ky., the Westinghouse Co. closed a 
abandoned a plant which was built only during the last war for making of electro 
tubes. Several hundred people were thrown out of work. Yet the Governme 
has issued $20 millions in tax amortization certificates to the Westinghouse Co. 
the building of new plants to make electronic tubes in entirely new areas 

We do not object, in fact, we approve, of the policy to expand our industr 
sapacity. But we maintain that it makes no sense to throw out of work peo; 
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who could be producing defense goods while entirely new and unnecessary plants 
are constructed out of the materials which could have kept these people at work. 

The same situation exists in the other consumer goods parts of our industry 
which had been making refrigerators, washing machines, small electrical appli- 
ances, ete. Reports from all over the country, show that thousands of these 
workers are unemployed, drawing a miserable unemployment compensation and 
are prevented from usefully producing the things we need 

Starting toward the end of 1950, shortly after the defense program got under 
way, our union warned the agencies of Government against these dangers. We 
called them to the attention of the Munitions Board, the DPA, the NPA, tl 
ODM, to cornmittees of Congress. In spite of these warnings, the dangers we 


pointed to, of large-scale unemployment in the midst of a defense boom, exist 
and has continued for months. 


lil, FAILURE OF CONSUMER BUYING POWER 


The unemployment that exists at present in consumers ¢ 
obviously not all due to the defense program. Thousands of worker 
ployed in textiles, clothing, shoes, and other soft goods nondef 
Here, it is acknowledged, the problem is one of a failure of consu 
This failure of consumer demand in turn threatens parts of our ov 

Propaganda that the defense boom has substantially rais 
living of workers is simply not true. In the main, workers | 
to it to keep abreast of rising living costs and taxes. For 
raise of $11 a week in wages—from $56 to $67—the average worker in n 
turing had a spendable income in December 1951 that was only 36 cent 
higher than in January 1950. By spendable 
Federal taxes in January 1950 dollars. n Other words, even 
the increased impact of local sales and other taxes, the aver 
spend only 36 cents a week more in December 1951 than in 
our own electrical machinery industry, in spite of an iner 
weekly earnings—from $58 in January 1950 (o $70 in Decem 
able income increased by only 73 cents a week, 

Secretary of Labor Tobin has pointed 
workers and many of these are in 
kept pace with the increased cost of 
many goods as they did in January 1950. 

In the meantime, workers have | i 
stallment payments whiecl 

While it is true that savings 
the Federal Reserve Board has 
savings are held by the groups of incomes of n 
for example, according to the Federal Reserve Boar 
lation with the largest incomes has 73 percent of all 
the 70 percent of the people at the bottom spent more 

The net result of all this is that 15 million workers 
barely keeping abreast of the January 1950 level 
textiles and shoes to keep workers in those ind 
ability of clothing and textiles workers to buy con 

To the extent that price and tax inereases hay 
power and even reduced it among millions of 
responsible for a part of the current uw 

At the same time, many producers 
take advantage of the situation in 1950 over 
sell their goods at high prices in a sellers’ 
made effective. This no doubt contributed 
middle of 1951 from which we have not fu 
acted violently against the rising prices, other 
controls made panic-buying unnecessary and 
crease in the cost of food and rents pr 
chases of other goods. 
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to the fact 
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f about 50 percent of a worker’s 
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more than 50 percent. In other words, present unemployment compensation 
benefits are not adequate to provide enough for even food and rent. If unemploy- 
ment continues over any period of time, the weekly deficits in order to provide the 
basic necessities of life will more than wipe out any savings most families may have 

For a worker in the electrical industry with average wages of $70 a week, (equiv- 
alent to $58 in January 1950 terms) the present bill would provide a maximum of 
$49 if he had two dependents, depending upon the State. This is little more tha: 
enough for food, rent, and the minimum essentials of family maintenance. Forty- 
nine dollars a week at current prices and considering the increased taxes is equiv- 
alent to only about 540 on the basis of January 1950 prices and taxes. 

In the national survey of State benefits released by the United States Depart- 
ment of Labor entitled “Significant Provisions on State Unempioyment Insurances 
Laws September 1, 1950,” it was shown that the benefits paid by States range from 
one-twenty-sixth of the wage of the highest quarter to one twentieth of the wage 
of the highest quarter. Where the standard of one twenty-sixth is used the amount 
added to the workers benefit under this bill will be 334 percent. Where the on 
twentieth is used the additional amount would be correspondingly less. The over 
all figure would be certainly less than $10.50 a week, that would be needed to make 
up to 50 percent of the national paid-out average. In States that had a maximum 
payment of 3380 a week and a worker earned $60 a week the additional amount 
under this bill which provides for 65 percent maximum weouid be about $9 a week. 
Where $21 per week is the benefit maximum the 50 percent increase would be 
$10.50 a week. 

Workers displaced through no fault of their own should at least be given the 
same consideration as businesses that received tax deductions in vears when their 
profits do not equal certain standard figures. Workers do not have the carry- 
back and carry-forward provisions of businesses nor do they get tax-exemption 
certificates. We believe that the provisions of the present biil are in reality very 
modest since the total that the person could get would be limited in most cases by 
the level of State payments in aollars per week rather than by the 65 percent 
ceiling that is in this bill. Even under this bill workers could not maintain them- 
selves and their families for any length of time by this additional unemployment 
compensation. But it might be the means of keeping certain skills and industry 
in an area until defense orders have taken up the slack. 

In our opinion, the provisions of this bill would have a salutary effect in prompt- 
ing and pushing governmenta officials to provide means for the reemployment of 
able-bodied unemployed workers: It will be found that putting defense contracts 
into areas of heavy unemployment is much cheaper than paying additional unem- 
ployment compensation benefits. It would be a means by which the provisions of 
Defense Manpower Policy No. 4 for the placement and procurement in areas of 
labor surplus is really made effective. In turn, the additional unemployment 
compensation provided for by this bill will create purchasing power to help the 
sorely distressed clot! ing, textile, leather, and other soft goods industries. 

Since the unemployment in our industry and a substantial part of that of many 
others is due in large measure to governmental! policies and actions in the fields of 
defense contracts, materials, allocations, prices, and taxes, the victims of this 
unemployment should not be required to bear the burden of it upon their ow: 
shoulders. The additional benefits requested under this bill should be considere 
and as a national charge—a large part of which should be added to the defens 
Costs, 

We consider this bill, however, as only a temporary and stop-gap substitute for 
revision of the entire unemployment compensation structure, which’should require 
a Federal system with more adequate benefits. The need for this bill and the 
present unemployment situation ciearly demonstrates that the unemployment 
locally is in so many cases the result of policy by Government or industry on a 
national level. Therefore, action to alleviate it must also be on the national level 


The CuarrMan. Is there anything else? 

Mr. Reuruer. Mr. Chairman, I would like to present Mrs 
Katherine Ellickson, who is the secretary of the CIO social-security 
committee. She has several statements to file, and several other 
people will file statements. 

The Cuarnman. You may have a seat, Mrs. Ellickson. We ar 
glad to have you here. Do you wish to make a statement? 
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STATEMENT OF MRS. KATHERINE ELLICKSON, SECRETARY, CIO 
SOCIAL SECURITY COMMITTEE 


Mrs. Eviickson. No, Mr. Chairman. I am not making a state- 
ment myself, but | would appreciate an opportunity to have some other 
CIO representatives say a few words each. They have come repre- 
senting CIO international unions and State union councils that are 
particularly affected by unemployment. Each has prepared a state- 
ment to be filed. We realize that you do not want to take the time, 
and we do not want to ask you to take the time, to hear the comple te 
statements, but we would appreciate an opportunity in each case to 
have the statements incorporated as a part of the record. 

The CHAIRMAN. They may be filed and placed into the record, and 
the witnesses may supplement their statements. 

Will you please introduce them? 

Mrs. Exiuicxkson. Yes, | will be happy to do that. 

_ This is Mr. William Belanger, the president of the* Massachuset 

tate Industrial Union Council, who is also prepared to speak for the 
saalies New England situation, which, as you know, is a serious one. 


STATEMENT OF WILLIAM BELANGER, PRESIDENT, MASSACHU- 
SETTS STATE CIO INDUSTRIAL UNION COUNCIL 


Mr. Betancer. Mr. Chairman, my name is William Belanger, and 


{ am president of the Massachusetts State CIO Industrial Union 


Council, and also have been authorized by our other CIO councils of 
our other States in New England to say a few words for them here 
today. 

Mr. Chairman, in New England, we face a very serious problem 
today. During the latte r part of 1951, 50,000 jobs were lost We 
have presently 7 out of 23 areas that are considered substantial unem- 
ployment areas in naa that exist in New England 

During January 1952, the month past, 150,000 filed claims for one 
or more weeks of unemployment. In Massachusetts, we have 80,000; 
in Rhode Island, 26,000—and that is the smallest State in the Union: 
Connecticut, 20,000; Maine, 12,000; New Hampshire, 9,000; Vermont, 
000. 

The critical areas are Providence, Pawtucket, R. I., areas; Man- 
chester, N. H.; New Bedford, Fall River, Brockton, Lowell, and 
Lawrence, Mass. 

The CuarrmMan. Are those textile centers? 

Mr. Bevancer. The Providence area is textiles-jewelrv; Brockton, 
Mass., shoes; Manchester, shoes and textiles; Lowell, Lawrence, Fall 
River, New Bedford happen to be textiles. 

The une mployme nt-compe nsation claim load is 35,000 higher than 
a year ago. 

The CHarrmMan. Now, is that directly due to the defense program, o 
does the defense program contribute to it directly? 

Mr. Betancer. The defense program does contribute to it because 
the dislocation of our economy during the emergency period has 
affected such areas as Bridgeport, New Haven, and Hartford, Conn.; 
and there they have a machine-tool industry and durable goods 
industries. 
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Now, the rough estimate of total unemployment in New England 
as a whole could be between 200,000 and 250,000, which means that 
30 or 40 percent have exhausted claims. You see, the first figure | 
gave you is those that had filed claims. 

The CHarrman. Yes, I understood. 

Mr. Betancer. In Lawrence, Mass., for instance, with 12,001 
workers, there are 6,500 that have exhausted their claims. Rhod 
Island is very hard hit. 

In addition to this, we find that at the end of December 1951, ther 
were 16,046 active public-welfare cases, and so we come before you 
to lend our support to S. 2504, because we believe it will liberalize ou 
unemployment-insurance benefits as provided in that bill. 

The CHarrmMan. Thank you, sir, very much. 

(The prepared statement of Mr. Belanger is as follows:) 


STATEMENT OF WILLIAM BELANGER, PRESIDENT OF THE MASSACHUSETTS STA‘1 
CIO InpusrriaL Union Counci 


Unemployment in New England is most severe. We are suffering from tly 
contraction in consumer demand which has hurt our textile, shoe, and consume: 
goods industries. We have also witnessed a sharp curtailment of employvme: 
from the limitations on raw materials to consumer-goods industries as in the casi 
of the jewelry industry. 

The unions in these industries have appealed to the Federal Government f: 
immediate aid. They want employment. The Textile Workers Union « 
America has urged acceleration of the military-procurement program to hel; 
tide over the period of low-consumer demand. The jewelry unions have aske 
the Government to award them Government contracts of the type which the) 
can meet. Emergency action is necessary to revive the entire area. In thi 
meantime we have urged the governors of the New England States to consid 
the long-term prob!ems of the region so that a strong movement for expansi 
of new employments in the region may be immediately started. 

We, in New England, are suffering from the absence of an enterprising manag: 
ment. The older families of New England have allowed their manufacturir 
industries to decline in efficiency. The third and fourth generations have aban- 
doned their holdings and have diverted their interests to newer industries in othe 
parts of the country. They have failed to modernize their plants. They hay 
lost touch with the advances in good management. 

The foundations and trusts which preserve these great fortunes of New England 
seek safe and conservative investments and are not enterprising. They hav: 
gravitated to life-insurance companies of which we have many in New England 
and to investment trusts which had their start in New England. 

They have left a large void in the region. New enterprise has not started easily 
since the holders of capital were not interested in the region. They either pri 
ferred to clip coupons or develop other regions. The westward movement of Ne\ 
Englanders has stimulated other areas but left our region behind. 

The older financial groups have also repressed the newer ethnic groups in Ne‘ 
England and held them back from becoming significant factors in the economi 
life of the region. Economic opportunities have been limited for these newer 
groups. A few have broken through and have attempted to revive older enter 
prises or start some newer ones. Unfortunately, the banking interests have eve! 
discouraged those who have attempted to rebuild the textile companies since thi 
have insisted that new capital should be invested in the South and not in Ne 
England. These banking interests have assisted the speculators and second-har 
machinery dealers and liquidators to buy out the older facilities and later t 
exploit our tax laws to liquidate these holdings, with the consequence that mil 
towns have seen mills close and their employment shrink. As a result, Ne 
England economic development has languished. 

In the face of these developments, the workers have been helpless. They hav: 
protested. They have urged lower power rates; they have insisted on mor 
efficient operations of government. They have asked for aids to small busines 
They have insisted that research institutions be established to develop the rv 
sources of New England and aid the enterprisers find new resources. 
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The CIO in New England has been in the forefront of 
developments of various types. We encouraged the Council of 
to appoint a group of economists to study the New ols I \ We have 
aided the National Planning Association to establish a comn New England 
to encourage the region’s economic development. 

We are ready in all cases to stimulate and aid, and approve of steps for the 


promoting regio! al 


( 1ic Advisers 


2? O01 region’s economic growth. It has opportunities. It has trained ambi a heseanm 
. resources: it has the varied tale nts of million s of hig i es an tak mete l 
hod: + 
persons. These people want the opportunities and the United Stat st provide 
them. 
ther The region suffers from its desertion and neglect by those w! we garnered 
» VOU heir riches from it These difficult 's have been compounded | the mobiliza- 
e oul ion program. rhe restrictions on buying, the high taxes, the gh food prices, 
he removal of rent ceilings, the award of Government contracts t ther regions, 
is well as the encouragment of home ownership with its long n mortgages 
have led to the reduction of consumer buving This type of con ion of en 
ployment cannot be differentiated from that resulting directly from the curtail- 
nent of supplies as in the jewelry industry 
We, therefore, believe that this is the opportunity to aid t] ion maintain 
the working qualities of its people. They are ready and able to participate fully 
n the rearmament program. Many come from countries w] ictatorship has 
m th taken a real toll. They either have known or have heard of the persecution of 
sumer nembers of their families and friends by dictators. They are devoted to the 
vyme! freedoms and opportunities which they have enjoyed her ey want more 
1e@ casi opportunity through new employment 
It is necessary to help the group until new iployments dey p in their com- 
ont fe munities and while they seek them in new places. New England workers must 
ion « receive special recognition from this Nation for it is their labors which have pro- 
» hel; vided the profits and dividends to the older New England financial groups who 
ask« invested in other regions of the country. The financial fortunes of New England 
nh thes were built upon the low wages, long hours and insufferable conditions found in the 
In the older mills. These privates in American industry deserve consideration in this 
mnsicdk period when public policy bas narrowed purchasing power to lit 
ansi tion of textiles and shoes and to restrict the amounts of jewelr 
manufactured. They should not be depressed by the current high « 
anage The more liberal insurance benefits can help them tide over t} 
turil New England has some of the most depressed areas in the 
. aban- unemployment in the textile, shoe, and jewelry industries 
1 othe and necessarily generate new clusters of unemployment in 
vy hay During the vear 1951, New England lost 50,000 jobs. Ne 
substantial unemployment out of the total of 23 in tl 
ngland seventh area, New Bedford, is likely to be added soon. 
y have ibstantial unemployment are Brockton, Fall River, Lawr 
nglan Massachusetts; Providence, R. I., and Manchester, N. H. 
During January 1952, 150,000 individuals filed claims for 
1 easily f unemployment. They were as follows: 
er pre Rhode Island J 26. 000 
of Ne\ Massachusetts SO, OOO 
, . Connecticut 20. 000 
in Ne New Hampshire 9, 000 
onomi Maine ; 12. 000 
newer! Vermont _. 3, 000 
r enter 
ve evel The claim load is 35,000 higher than a vear ago 
ce the \ rough estimate of total unemployment in New England at the present time 
in Ne would be between 200,000 and 250,000, many of whom have exhausted their 
d-ha benefit rights under unemployment insurance. For example, in the city of Law- 
ater 1 renee, Mass., the estimate of unempl ryment is 12,000. Of this number, 6,930 
rat mil are currently collecting unemployment insurance. The cumulative exhaustions 
t, Ne nee April 1, 1951, in the current benefit year were 6,579. Some of these have 
ne back to work and others have retired from the labor force, but a large seg- 
ey hav ment of the total of 6,579 are still unemployed, available for work, but have no 


nm mor benefit rights accruing to them under unemployment insuranee. A similar sit- 
usines lation is true in Lowell and Brockton. In New Bedford and Fall River, the total 
the re unemployment looms large and the percentage of those collecting unemployment 
nsurance is proportionately large. This is due to the fact that the heavy declines 

New Bedford and Fall River have been fairly recent. 
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While the situation in Connecticut is the reverse of that in the other five Ne 
England States so far as total employment is concerned, there are still pools of 
unemployed in the durable-goods and machine centers of the State. For example, 
Bridgeport has a total unemployment of 3,400 people, and of that number 2,523 


Jed 
are collecting unemployment insurance. In this area, 1,622 of the unemployed 
have exhausted their benefits. Hartford has a total unemployment of approxi- 

mately 2,700, and New Haven an unemployment of approximately 2,500. 

The Providence-Woonsocket-Pawtucket area in Rhode Island has probabl 
been the worst hit area in New England. The estimate of unemployment i: 

Rhode Island runs from 35,000 to 50,000 with 28,000 currently collecting unem- 
ployment insurance benefits; 30 percent of those covered in the program in tha 
area have already exhausted all their benefits. 

Attached to this statement is a table showing the total unemployment, tot: 
insured unemployment, and cumulative benefit exhaustions, for kev cities 
Massachusetts and Connecticut (table I 

We are also attaching a list of the recipients of public welfare in four Massa 
chusetts cities in December 1951. In these four cities with a labor force of 250,000, 

30,300 persons were unemploved, of these about 21,000 were entitled to unen 
ployment-insurance benefits. The remainder had already exhausted their ben 

fits. In addition, in these communities, in December 1951, there were 16,046 

active public-welfare cases. Of this number 12,232 were on old-age assistance 
representing generally persons who had been released from employment and 

unable to support themselves. There were 2,155 cases of general relief. Ther 

were 1,322 cases of aid to dependent children and 347 cases of aid to disabled 

These are the tools of unemployment which we would like to minimize through Maine 
the proposed legislation. New ] 

The unemplovment-insurance laws of New England provide maxima of $24 Verm« 

. ate ; aes : ssa 
per week in the case of Connecticut, $25 per week in the case of Maine, Massa- Conne 
chusetts, Rhode Island, and Vermont, and $28 in the case of New Hampshire Rhode 
The State of Connecticut pays $3 for each dependent up to one-half of the weekly 
wage. In this case, the present bill will be most beneficial in raising the ceiling 
to 65 percent of the weeklv wage for persons W ithout dependents and 75 percent 
for those with four or more dependents. The State of Massachusetts pays $2 
per each dependent child but sets as a maximum the average weekly wage. 

These benefits when compared with actual earnings definitely establish their 
inadequacy and the need for supplementation. These weekly benefits in State 
without dependeney allowances are typically well below 50 percent of the averag 
earnings in the State (table IIT). The addition of the 50-percent supplementatio: 
will bring benefits typically to about 65 percent of the average weekly earnings i! 
the States. 

We urge your committee to recommend the adoption of the bill designed t 
liberalize unemployment-insurance benefits as provided in the present. bill. 


1 $36 


Tasie I.—Total and insured unemployment, and cumulative exhaustions tn 
Massachusetts and Connecticut cities 


lotal unem Insured un- | Cumulat 
ployment! | employment | exhaustion 


Brockton as ; 1, 656 

Lowell 2 851 

Lawrences 930 

New Bedford 7 600 

Fall River ; 

Hartford 

Bridgeport 8, 2, 523 in c 
ew iven : “, , lire 

New Britain . 9 aire 

Waterbury 1 pap 

New London 3 

Stamford-Norwalk — 

by t 

1 Approximate, P 
2 People who have since Apr. 1, 1951, exhausted in current benefit year. Some have gone back to work mo 

retired from labor force . I ‘ 
’ Heavy decline fairly recent. A 
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TaBLE I1.—Number of public welfare recipients in Massachusetts cities in December 
1951 


Old-age 


assistance 


December 1951 


Lawrence 
Lowell 

Fall River 
New Bedford 


Total 


TABLE II. Maximum weekly une mployme nt compensation bene , max 


imum du- 
ration of weekly payment, and average weekly earnings in Neu 


Maine 

New Hampshire 
Vermont 
Massachusetts 
Connecticut 
Rhode Island 


1 $36 for workers with dependents in 


The CuarrMan. Who is the next? 

Mrs. Exviickson. Mr. Chairman, this is President Harry Sayre, of 
the United Paper Workers of America, C1O. 

The CHarrman. Mr. Sayre, you may have a seat. 


STATEMENT OF HARRY D. SAYRE, INTERNATIONAL PRESIDENT, 
UNITED PAPER WORKERS OF AMERICA, CIO 


Mr. Sayre. Mr. Chairman, I would like to insert in the record 
statement on behalf of our organization. 

The CHarrMan. Yes, sir. You may do so. 

(The prepared statement of Harry D. Sayre is as follows: 


STATEMENT OF Harry D. Sayre, INTERNATIONAL PRESIDE? 
WorKeErRS OF AmeERiIcA, CIO 


The current unemployment situation in various areas of 
affects and includes major branches of the paper industry. 

Workers in the container division of the industry, particulan 
in corrugated box manufacture, have been severely hurt by this condition. Asa 
direct result serious cuts in employment and income have been sustained by 
paperboard mill workers. 

Aggravating this situation is the fact that for the most part centers of paper 
industry unemployment coincide with those areas classed as labor surplus regions 
by the Department of Labor. 

Paper workers laid off as a result of present industry conditions face the bleak 
prospect of searching for jobs in areas of labor surplus. 

As in most heavy industry, the working force of the paper mill or paper convert- 
ing plant is not mobile. Paper workers are unable to shift to areas of labor 
shortages. Furthermore, it can be readily demonstrated from past experience that 
it is not to the advantage of our mobilization effort to have experienced paper 
workers leaving this vital industry during a period of employment lag. 
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The current unfortunate combination of circumstances has the net result « 
wreaking a real and substantial hardship on unemployed paperworkers. W 
submit that this hardship is a direct result of the shift from civilian to militar 
emphasis in many segments of our economy. The shift to defense producti: 
is part of our national mobilization effort. It is a national effort with concomitar 
national problems. Area unemployment is one of those national problems 
a major problem, 

It is obviously unfair and imparactical to expect specific States to bear the ¢ 
for remedying this sutuation. Unemployment in one State caused by shifti: 
to defense production is a national problem, the cost of which should be bor 
by all of the States. 

Present provisions of various State unemployment compensation laws fall wor 
fully short of the mark in ameliorating the situation as it-is today. Paper worke: 
unemployed during this ‘‘lag’’ period face a stringent cut in living standards. 

Employees in the container and paperboard sections of the industry are nor 
mally above average in pay for United States industry as a whole. Nationa 
hourly average for the paper industry (according to Bureau of Labor Statistic 
and Bureau of National affairs figures) is $1.46. By a conservative estimate 
average weekly earnings of paper industry employees prior to lay-off, was betwee 
$60 and $80 with the median figure above the midpoint. It is obvious, therefor 
that present unemployment compensation allowances, even the most libera 
do not provide a minimum subsistance allowance for unemployed paper worker 

Continuation of unemployment, even for a relatively short period, means los 
of homes, evictions, repossession of cars, refrigerators, radios, and so fort! 
Widespread conditions such as these can have a recurrent depressive effect upor 
the economy creating even further unemployment. 

In the paper industry we face the prospect of the employment situation b 
coming worse rather than better. Thousands of paper workers are presently 
sharing short hours by amreement with management. Paper industry employer 
are reluctant to sever relationships with their experienced work torece. Thes 
emplovers are also interested in seeing that their liabilities under compensatio 
laws do not increase. 

This cannot continue indefinitely as there is bound to be pressure from top se1 
ority workers, who have every justification, to bring shift hours up to norma 
These employees will have reached the conclusion that there is no sense in a 
“starving” together on industry’s payroll when some could get longer hours b 
the balance ‘starving’? on unemployment compensation. 

Employment in the paper industry sharply reflects national and regional i 
dustry employment pictures. Trends in paper containers and paperboard ar 
barometer of future conditions in other industries. Used for packaging and shij 
ping, ordered prior to the manufacture of hard goods, the paper container a: 
related paper industry products suffer immediately when there is aslump., Cut 
backs in the use of critical metals and other materials which have caused unen 
ployment in various industries are felt first by unemployment in paper. This 
borne out by the fact that our most significant unemployment area is in Michiga 
and the Middle West with proportionate slumps in other labor surplus areas. 

The United States Government’s defense program and its decisions have co: 
tributed in a large part to the present critical unemployment situation, T! 
being true, and the facts are evident, it follows that the Government must assun 
the responsibility of correcting the basic cause while providing reasonable reli: 
from present hardships of unemployment. 

The United Paperworkers of America, CIO therefore earnestly urges the Senat 
Committee on Finance to immediately and favorably report out of committe¢ 
S. 2504. 

Our union stands ready to supply the committee with any statistical data w: 
have available on industry employment conditions. 


Mr. Sayre. I would like to supplement that with a few observa 
tions. It takes roughly 100 pounds of paper to construct the averag: 
automobile. Due to the cut-backs in the auto industry, occasioned 
by the mobilization effort, it has resulted in serious unemployment 1! 


our industry. The cut-back affecting generators, auto parts, radio 


parts, television parts, directly affects the paper industry, because al! 
of those component parts of all of those items, these hard consume! 
goods, are usually contained in paper containers, cartons, corrugate: 
boxes, and things of that nature. 
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The present estimate is that the paperboard industry, which is the 
basic material used for paper containers, is something more than 15 
percent below capacity. During World War II the industry was op- 
erating at something like 110 percent of capacity. These figures 
demonstrate that the reduced production directly affects employment 
in the industry. 

This has been brought about directly by the defense effort. We do 
not quarrel with the decisions that have been made in that respect. 
A week ago last Friday, I was a guest of the Defense Department at 
the Pentagon, and many generals and admirals explained the circum- 
stances to us—several labor representatives—they pointed out some- 
thing that is no secret, that the target date of the mobilization effort 
has been extended into the future. 

They stated that this has been a calculated risk. The net result 
of that change insures the fact that the unemployment compensation 
in the paper industry is not going to be rectified by increased defense 
production. 

During World War II, there was no lag such as exists at the present 
time. <As quickly as we changed from consumer goods, the lag in our 
industry was taken up by production for the war effort. That is not 
true at the present time. The example that Mr. Reuther gave of the 
cut-back of 20,000,000 spark plugs means almost the same equivalent 
in the cut-back in the number of cartons needed for spark plugs, and 
the result will be that people who manufactured the cartons and people 
who manufactured the paperboard that went into these cartons are 
coing to be unemployed. 

Now, we have never been an exponent of the trickle-down theory of 
economics, but we feel that the basic result of the unemployment 
situation in our industry, as in other industries, is that certain evils 
are almost bound to trickle down to the economy and the rest of the 
population. 

So, in conclusion, on behalf of our organization, the people that | 
represent in the paper industry who are definitely and drastically 
affected by these circumstances, we feel that the least that the Congress 
of the United States can do is to support and enact the bill, 5. 2504. 

The CuatrmMan. Thank vou, sir, for your statement 

Mrs. Euuicxson. Mr. Chairman, Miss Gladys Dickason, vice presi- 
dent of the Amalgamated Clothing Workers of America, has prepared 
a statement. Unfortunately, she could not be present here. As 
you know, she is very familiar with conditions in the South. 

However, Mr. Reier, of the Amalgamated Clothing Workers is 
here to file her statement, and I believe he will just say a few sentences 
about the situation in that industry. 

The CuatrMan. You may file the statement. 

Mr. Rerer. The statement has been filed, sir. 


STATEMENT OF GLADYS DICKASON, VICE PRESIDENT, AMALGAM- 
ATED CLOTHING WORKERS OF AMERICA, CIO, PRESENTED 
BY ERWIN REIER, ASSISTANT COUNSEL 


Mr. Reiter. My name is Erwin Reier, and I am assistant counsel 
for the Amalgamated Clothing Workers of America. 

At the outset, I wish to urge the immediate enactment of 5S. 2504. 
All major clothing markets in the United States have been severely 
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hit as a result of the current recession. The auto workers, the textil 
workers, the paper workers, are not buying clothing. The clothing 
workers cannot buy clothing. 

As a result the clothing workers cannot buy food. As a result of all 
this, the clothing workers have been hit, the auto workers have been 
hit, and the farmer has been hit. We have submitted in our statement 
a table showing the decline in production and the consequent decline 
in unemployment in the clothing industry. 

Illustrative of this decline is a figure shown that the production of 
men’s clothing for December 1951 is 33.1 percent less than it was for 
the corresponding period of 1950. 

There are similar declines for the cotton garment industry. 

It is manifest that the unemployment insurance benefits currently 
paid by the States are inadequate in terms of today’s living costs. 
New York State, which until recently, until the recent amendment by 
the legislature, had a very liberal unemployment insurance law, paid 
an average of $22.70 during the calendar vear of 1951. Such a benefit 
does not afford the unemployed clothing worker or the unemployed 
worker in New York even the barest minimum. 

The serious unemployment situation today we believe results from 
the dislocation due to conversion. We do not concede that this dis- 
location is inevitable. In fact, we believe that if a good many of the 
planks in the CIO platform had been adopted, the present dislocation 
could easily have been avoided and that America could have con- 
verted to defense production with an absolute minimum of dislocation. 

Therefore, we feel that a good deal of the unemployment. that 
exists today is a result ef the Federal policy. As a result, the cost of 
bearing such unemployment must be a Federal responsibility. 

We have not come here today urging the federalization of unem- 
ployment insurance. We merely believe that the Federal Govern- 
ment should bear its share in the cost of unemployment. We believe 
that no part of the American economy can be jettisoned without 
affecting every other portion of the economy. We cannot jettison 
the clothing industry or the auto industry without affecting every 
other part of our total effort. 

[ should like in conclusion to urge, sir, the speedy enactment of the 
pending legislation. 

The CuarrMan. Thank you, sir. 

(The statement of Gladys Dickason is as follows:) 


TresTIMONY OF GLApYs Dickason, Vick PRESIDENT, AMALGAMATED CLOTHIN( 
Workers or America, CIO 


My name is Gladys Dickason and my address is 15 Union Square, New York, N.Y. 
I am a vice president of the Amalgamated Clothing Workers of America, CIO. 

I desire to express my appreciation to the committee for this opportunity té 
appear before it and to present the views of the Amalgamated. 

I wish at the outset to make clear to the committee that we of the Amal- 
gamated endorse 8. 2504 and request its immediate enactment with the technical 
and perfecting amendments to which I shall make reference. Since Senator 
Moody in his testimony before this committee on Tuesday, February 19, elab- 
orated upon the specific provisions contained in the bill, no useful purpose would 
be served by my submitting an out line and description of the bill’s terms. There- 
fore, aside from describing the major inadequacies of the bill, I shall make no 
further reference to the precise terms contained in the bill. 

The Amalgamated Clothing Workers of America, along with other CIO affili- 
ates, has consistently urged mobilization of the resources of our productive might 
in order that the free world might be prepared to stand off any threatof Communist 
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aggression. We have realized from the outset that a mobilization program of this 
broad character requires some sacrifice on the part of everv sector of the national 
community. Implicit in the statement ‘‘equalitv of sacrifice,’’ however, is the 
fact that while every group must meke its sacrifice for mobilization, no group 
within our economy shall be called upon to make a disproportionate sacrifice. 
Unfortunately, however, the facts bear out our belief that since the outbreak of 
hostilities in Korea, the workers of America have been subjected to Cispropor- 
tionate and needless sacrifices. It is certain of these burdens which have thus 
been inflicted upon the workers which we seek to have removed. 

Distress and unemployment as a consequence of the mobilization program have 
been most marked in the consumer goods industries, particularly in the men’s- 
clothing and cotton-garment industries. 

Illustrative of the extent of the decline of production in men’s clothing and 
consequent unemployment are the following figures recently released by the 
United States Bureau of the Census. The Bureau of the Census reveals that the 
barometer of production in the men’s-clothing industry, the volume of epparel 
cuttings, show that beginning in the month of April 1951 cuttings began to fall off 
sharply from the corresponding period in 1950. In fact, in the month of October 
1951, cuttings of 1nen’s suits ranged 50.7 percent lower than in the corresponding 
month of 1950. 

At this point, I refer the Senators to the table which I hay 
statement setting forth in detail a compa ison of the average 
men’s suits, overcoats and topcoats between the “ars 1950 
draw vour attention to the table showing the marked decrease i 
men’s cotton garments for the first 11 months of 1951 as comps 
11 months in the vear 1950. 

This decline in production and resultant rise in unemployment 
goods industries is attributable to the upward spiral in food 
spiral which has severely restricted and limited the purchasing 
sumer to such an extent that he is unable to .buy consumer 
tionary spiral that has accompanied mobilization and the dis] 
marked the conversion from the production of peacetime goods 
of defense materials have served to create widespread unemy 
workers in the consumer goods industries 

The enactment of S. 2504 would demonstrate to the workers 
result of the mobilization program that the Federal Governme 
some Measure its responsibilitv for their plight, is now at long last 
alleviate their distress. That Federal action is essential is Made 
following survey of State unemplovment insurance laws. 

It requires no elaborate statement on my part to demonstrate that if the mini- 
mal requirements of health and decency are to be preserved among the unemploved 
workers, workers unemploved as a result of the mobilization program, they must 
have unemployment benefits to supplement the existins ate unemployment 


1 


benefit schedules. I am sure that it is well known to vou that the States har 


< < 


ave 

les 
keep pace with the galloping cost of living. But to set down today’s cost of 
living and the present State unemployment benefit schedules in parallel tables 
demonstrates how unrealistic so-called State benefit schedules have become In 
this connection the following table graphically sets forth the glaring inadequacy of 
State unemployment benefit schedules under present conditions: 


not even made a pretense of attempting to have unemplovme! nefit schedu 


Illinois 
Maryland 
Massachusetts 
New Jersey 
New York 
Ohio 

7. Pennsylvania 


! Maximum benefit increased to $27 per week for claimant beginning benefit year or 

3 Maximum benefit increased to $30 per week for claimant beginning benefit vear on or 

§ Does not include additional weekly benefits for dependent. Maximum benefit 
week for claimant beginning benefit year on or after Jan. 1, 1952 


!The above-named industrial States have been selected for comparison purposes because it is in these 
States that a majority of clothing workers work and live. 
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The cost-of-living budget in cities in these same States present a marked co. dole | 
trast. demo 
1s cle: 

Bel 

Estimated cost of maintaining of a ‘‘ modest but whict 

adequate” budget for families of 


Month ! ree 


1 
1wh 
1 person 2 persons | 3 persons | 4 persons | 5 perso: ent 


aoie ¢ 
. Ilinois: Chicago November $2, 055 $2, 3, 537 $4, 162 $4, 7 tate 
2. Maryland: Baltimore September , 986 2, 72: 3, 438 4,045 , 5S | 
3. Massachusetts Boston November 2, 056 z 3, 538 4, 164 4,7 ; 
. New York perio 
Buffalo October 1, 966 2, 697 3,411 4,014 5d In 
New York-.- November... 1, 995 2,73 3, 435 4, 034 5 ‘ 
. Ohio 
Cincinnati... abies! 2, 020 2, 76 3, 481 4, OST 
Cleveland ss 2 , 968 2, 690 3, 385 3, 977 
. Pennsylvania: 
Philadelphia ..do ; 2, 016 2, 758 3, 473 4,078 
Pittsburgh do 2, 060 2, 817 3, 546 4,173 
Scranton : : a ee , 963 2, 682 3, 375 3, 965 


yen 


1 Estimates in January 1952 by the Bureau of National Affairs based on official U. S. Bureau of Lab 
Statistics figures. 


The inadequacy of weekly benefits currently paid by the States is further 
demonstrated by an examination of the precise extent to which such benefit 
compensate the clothing worker during his periods of unemployment. In New 
York City, for example, the unemployed clothing worker, receives as his averag 
weekly benefit less than 37 percent of his average weekly wage. 

Moreover, the actual uncompensated loss to the unemployed worker cannot by 
estimated solely on a week-by-week comparison of benefits and earnings. A: 
analysis on a weekly basis presupposes a full week of benefits for each week o/ 
unemployment in the year. ‘This assumption is contrary to fact. In each of th: 
States in which the principal men’s clothing markets are located, unemployed 
clothing workers must serve a waiting period during which no benefits are paid 
to him. Furthermore, the duration of benefits is so limited in each of thes: 
States that many of the clothing workers exhaust the statutory benefit period 
during prolonged periods of unemployment. 

The foregoing graphically demonstrates that State unemployment insurances 
benefits are grossly inadequate to compensate in any appreciable degree the u: 
employed clothing worker for his loss of gainful employment. Indeed, thes 
figures show that not only is the unemployed clothing worker denied benefi 
which approximate his earnings but such benefits fail to afford him the bar 
minimal necessities. 

Moreover, if we are to continue to maintain a high level of prosperity, it i 
essential that our Government provide for the unemployed worker whose job ha 
been denied him because of the Government’s activities. That each industry i 
our economy lives by virtue of the well-being of every other industry is no longe: 
subject to dispute; the unemployed clothing worker in Baltimore adversely affect 
the economic welfare of the farmer in Texas. No segment of the economy, 
industry can be jettisoned without imperiling the entire economy. 

if we are to give positive support to the thesis that only through the democrat 
processes can a free people realize economic and social justice, immediate measur 
must be taken to alleviate the distress occasioned by the mobilization progra 
It would ill behoove a nation to urge that it act in the name of freedom and 
economic quality to all mankind when, if in the very struggle for the attainme: 
of such objectives, it would callously throw thousands of workers upon the dol 

Finally, it whould be noted that Congress has on several occasions during t! 
immediate past seen fit to legislate in favor of special groups on the ground th: 
by so doing it was furthering the mobilization program. ‘Thus, Congress in t! 
name of the mobilization program has enacted legislation which furnishes assistan: 
to the business community in the form of accelerated tax amortization, purcha: 
and resale of vital materials, direct loans to business, loan guarantees, commi 
ments to purchase at specified floor prices, and Government financing of part 
the cost of exploration for materials. In addition, the Government has provid 
direct aid for small business by the establishment of the Small Defense Plant 
Administration. Certainly, legislation such as 8. 2504 which would help to mai: 
tain a high level economy by keeping large numbers of skilled employees off t! 
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dole is in furtherance of the mobilization program and in conformity with the 
democratic concepts which we serve; the preservation of pools of skilled manpower 
is clearly vital to the defense effort. 
Before concluding, however, I would like to point out one major respect it 
W hich S. 2504 fails to achieve its announced objec ives ; 
Section 4 (b) (3) limits the payments of supplementary benefits for the weeks 
1 Which the unemployed worker is eligible for benefits under the State unemploy- 
nent insurance laws. It should be noted that the period of eligibility is of vari- 
able duration in many States, and that an unemploved worker Mav under certai 
tate laws be eligible for benefits for as litle as 1 week in a 
Even in those States where the period of elicibiliiv is of fixed dura 
periods provided are inadequate in terms of prolonced unemplo 
In conclusion, let me sav that the assace of S. 2504 shall ¢i 
to the wase earners in our country a ware earners t! | 
he vitality of our democratic process, a proces 
to adont We shall give evidence that our rey 
ever conscious of the needs of the people, mee 
oO compromising. We shall Five e idenee tt 
nemploved through no fault of their ov 
aided by their Government to weather 
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doh Mrs. Exuurcxson. Mr. Chairman, we have Mr. Harry Kranz, 
ng t legislative director of the New Jersey CIO Council, who has prepared 


d tt a statement which he wishes to file, which is relevant to the testimony 
that was given you yesterday by the New Jersey Manufacturers’ 
Association, | believe it was. But Mr. Kranz can speak for himself 
on that. 

The CuarrMan. Yes, Mr. Kranz. You may file you 


with the reporter. 
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STATEMENT OF HARRY KRANZ, LEGISLATIVE DIRECTOR, NEW 
JERSEY STATE CIO COUNCIL 


Mr. Kranz. Mr. Chairman, I would like to summarize the two 
high points in the statement which I directed to the testimony give: 
to your committee yesterday by Mr. Harold Hawkey, who was 
secretary of the Employers’ Association of North Jersey, in opposing 
this bill. 

One of the points made by Mr. Hawkey, who is well known in 
New Jersey, incidentally, as a constant pleader for special privilege 
for the few, was that the Atlantic City area, which is in group 4 an 
which has the highest amount of unemployment, could result in the 
entire State, if the Governor saw fit and if the Secretary of Labor 
approved, being designated as an area to which supplementary 
Federal benefits would come, the implication being that in the resi 
of the State everything was fine; it was only this small seashore resort 
with seasonal unemployment that was affected. 

That is contrary to the facts. Today as of the beginning of Feb- 
ruary, there were close to 100,000 unemployed workers in New 
Jersey. The estimates are that by the end of February, the figur 
will reach 130,000 unemployed workers in our State, the highest sinc: 
the end of World War LI. 

Of the five labor markets in the State, one is group 4, the highes' 
unemployment category, and three of the remaining four are group 3 
with heavy une mployme nt in particular cities in those depressed 
areas, particularly the Paterson area, Newark, and Camden. 

So we do have widespread unemployment in New Jersey. It is not 
just a seasonal condition at the seashore. 

The CHarrMan. What are the industries in those cities? 

Mr. Kranz. The ones that are particularly dominant in the Paterson 
area are the textile and garment industries. In the Newark area there 
is a cross section of industry, including automobile assembly plants. 
Both major Ford assembly plants have been shut down in New 
Jersey since shortly before Christmas, as a result of the parts not 
coming into the State for construction of the cars. And I might 
mention that the State agency forecasts that in the coming months, 
there will be severe lay-offs still to come in three prime industries, 
electrical, metal working, in general, and automotive, particularly,that 
we will have increased lay-offs in those industries due primarily to thi 
defense program. 

The second point made by Mr. Hawkey that I would like to com- 
ment on was his statement to the committee that if you provide up 
to 65 percent wage replacement for the worker without dependents, 
by a 50 percent supplement through the Federal Government, you 
will be removing the incentive to work, and he gave the committee 
some fantastic example where the possible benefits might come within 
$2 or $3 of actual take-home pay, a very unusual circumstance, to 
say the least. 

But what I would like to bring to the attention of the committee is 
Mr. Hawkey’s past record in arguing similar matters, not only before 
Congress, but before our State legislators. As the C1O’s legislative 
representative in New Jersey, I have first-hand familiarity with 
Mr. Hawkey’s arguments. When our legislature, for example, raised 
the percentage replacement figure to 59 percent, where it is today, 
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he argued that that was too high, that that would remove the worker’s 
incentive to work. The legislative committee last week recommended 
an increase frora 59 to 66% percent wage replacement. Mr. Hawkey 
has now told the legislature in New Jersey that that is too high that 
will remove the worker's incentive to work. Mr. Hawkey pointed 
out that over a period of 10 or 12 vears the New Jersey benefit level 
has been increased from $15 in 1939 to the current $26 He did not 
tell the committee that at each increase from $15 to $18 to $22 to $26 
he each time appeared before legislative committees in New Jersey 
and said that that increase in the maximum would be destroving the 
incentive of the worker to find work, and was too high, the same exact 
argument he tried to peddle before your committee vesterday. 

He is now despite the legislative committee’s recommendation of 
an increase from $26 to $30 again testifying and arguing before the 
New Jersey Legislature against the increase on “8 grounds that it 
will remove the incentive of the workers in New Jersey to find work, 
to increase the maximum benefit level. 

There are other points in my brief which I will not touch upon except 
to close with this comment, that apart from the obviously fallacious 
Federal-State relationship argument, which is raised by industry 
nee itives, such as Mr. Hawkev, it seems to me one of the real 

vasons for their opposition to this bill is not so much that they are 
onninea to an increase in benefits, although they do oppose it, as the 
fear that they will not have the bargaining power which they do in 
the State legislature. In return for an increase of $4 or $5 in benefits 
in New Jersey or other States, they get a lowering of the benefit 
standards. They get increased penalties put into the law on a State- 
by-State basis, and today even with the proposed increase to $30 in 
New Jersey they are trying to insert additional deprivations into the 
law so that they would prefer to have even a $29 benefit level——which 
would come to New Jersey under this bill-—enacted by the State 
where they can get provision to deprive more onion ‘rs of the benefits 
rather than have C ongress do it through the Moody bill retaining the 
present State standards. 

Our ClO Council in New Jersey wholeheartedly supports this bill 
and urges its prompt enactment by Congress. 

The CHarrMan. Thank you, sir. 

(The prepared statement of Mr. Kranz is as follows: 


EGISLATIVE DirrEcTOR, NEW JERS! 
IO Counci 


STATEMENT OF Harry Kranz, L 
Cc 


| am here to record the wholehearted support of the more than 200,000 CIO 
members in the more than 400 local unions affiliated with the New Jersey State 
ClO Council to 8. 2504. 

While other CIO representatives have discussed, or will discuss, the merits 
of S. 2504, I will devote my attention to an analysis of a statement filed with 
he committee vesterday by Harold Hawkey, Secretary of the Employers’ Associa- 
tion of North Jersey in opposition to this bill. 

Mr. Hawkey, who is well known to the people of New Jersey, is an impassioned 
pleader for special privilege for the few, based his arguments against S. 2504 

three very simple premises—and I emphasize the word simple 

His first argument was that high unemployment in a single labor market area 

ich as currently exists in Atlantie City, N. J. (which has been classified as a 
group IV labor ‘surplus area) could lead to the governor applying for Federal 
supplementary benefits which would be payable to all the unemployed workers in 
he State. The implication of Mr. Hawkey’s testimony was that only Atlantic 
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Citv is currently affected by heavy unemployment in New Jersey and tt 
conditions elsewhere in the State do not merit supplementary benefits. 

This is not true. Insured unemployment in the State at the end of Janua 
1952 totaled nearly 100,000 and predictions by the State unemployment compe! 
tion agency and others were that more than 130,000 workers would be unempk 
in New Jersey by the end of February. Insured unemployment in January 19 
for the State as a whole was at its highest point in several vears. 

This unempioyment was not due solely, as Mr. Hawkey would have you belie, 
to seasonal fluctuations at the seashore. It was due in major part to heavy a 
sustained lay-offs in the garment and textile industries, to complete shut-dow 
of the two major Ford assembly plants in New Jersey and to increasing lay-ot 
in metalworking industries curtailed by defense production authorities. 

The prospects are for further lay-offs in the metalworking, electrical, ar 
automotive industries in the coming months because of a curtailment of materia 
to these industries by the defense production authorities. 

Mr. Hawkey’s second argument against the bill is that a replacement of 6) 
percent of the wage loss sustained by a single worker (and presumably 75 perce 
for the worker with maximum dependents) is too high and that it would remo, 
their incentive to work. This is no new argument with Mr. Hawkey. When t! 
New Jersey Legislature provided for replacement of 59 percent of the high quart: 
earnings of claimants, Mr. Hawkey also argued before the legislature at that tin 
that a 59 percent replacement was too high and would remove their incentive | 
work. 

A committee of the New Jersey Legislature has just recommended that 66 
percent of the wage loss of all claimants be replaced. Although Mr. Hawkey say 
he favors State action in these matters, his association is already lobbying before 
the State legislature their Opposition to the 66%; percent replacement on the 
grounds that it is too high and would remove all incentive to work. 

Mr. Hawkey says that the States themselves have the power to legislate in- 
creased benefit rates and that in New Jersey, the maximum weekly benefit ra 
has been increased from $15 in 1939 to $26 currently. He is correct in this stat 
ment but what he does not tell the committee is that at every single step when tl 
benefits were increased from $15 to $18 to $22 to $26, Mr. Hawkey appeared 
before the legislature and opposed it on the grounds that the maximum benefits 
were too high and would remove the claimants’ incentive to work. 

Mr. Hawkey says that an increase in the New Jersey maximum to $30 “has 
been proposed and is probable.’”’ While this is probably true, it is also a fact that 
Mr. Hawkey and his association have bitterly opposed the increase above $26 
and are concurrently fighting against it in the State legislature on the ground 
that the maximum is too high and would remove the claimants’ incentive to 
work. 

Mr. Hawkey’s final argument against S. 2504 is on the general basis of States 
rights and the fear that this bill might conceivably lead to increased Federal 
control over State unemployment-compensation program ‘“‘to the point wher 
they are completely federalized.” 

As a careful reading of S. 2504 will show, this argument is completely fallaciou- 
There would be no Federal interference with the provisions of State laws regarding 
eligibility or disqualifications. The sole effeet of the bill would be to augment by 
50 percent within individual limits based on past earnings of the claimant. Th: 
maximum weekly benefits of unemployed workers in those States where tli 
governor and the secretary of labor felt such action was essential. 

In short, what Mr. Hawkey is concerned about is not federalization, which 
nowhere implied or apparent in this. bill, but an adequate benefit amount to 
unemployed workers. He has tried to peddle before Congress the same outwor1 
and fallacious arguments which he has been peddling with great success befor 
the New Jersey Legislature for more than a decade. He—and men like him— 
have sold their shabby merchandise to State legislators making it essential tha 
Congress act on a program which has not received proper action in the States 
and can only be solved by adequate Federal legislation such as 8. 2504. We 
hope that Congress will not ‘buy’? Mr. Hawkey’s warmed-over, second-hand, 
outmoded concepts, but will pass 8. 2504. 

I might mention in conclusion that the current proposals to increase benefits 
in New Jersey are accompanied by a number of additional restrictive provisions 
which the emplover’s association and the chamber of commerce hope to se 
adopted in New Jersey in return for the benefit increase. Their real motiv: 
therefore, for opposing 8. 2504 is not so much for fear of the benefit increases as a 
desire to barter on a State level further restrictions which would deny beneti 
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ind t} entirely to thousands of claimants. They would prefer to grant a $39 maximum 

benefit level in New Jersey in return for restrictions which would bar most workers 

Janua from collecting any benefits, rather than a $39 benefit for New Jersey under S. 

mpel 2504 which retains all of the present State restrictions on benefits but does not 
n add to them. 

We urge your committee and Congress to reject the arguments of the Employers’ 

\ssociation of North Jersey and to enact 8. 2504 at the earliest possible moment. 


icp Mrs. Etxicxson. Our last representative, Mr. Chairman, is Mr. 
‘aVV a 


lens Bernard Raskin, research director of the New York State Industrial 
r lay-ot Union Council. 

The CHarRMAN. You may have a seat, Mr. Raskin. 

Have you furnished the reporter with the statement? 

Mr. Raskin. Our complete statement has already been submitted, 
nt of 65 Mr. Chairman. 


posoe : The CaHarrMan. Very well, sir. 
remoy 
ne STATEMENT OF BERNARD RASKIN, DIRECTOR OF RESEARCH, 


hat tim: NEW YORK STATE CIO COUNCIL 


‘ntive { 


cal, ar 
naterials 


hat 662 _Mr. Raskin. I would just like to point out on behalf of the New 
a alfa York State CIO Council that we have in New York State now more 
ig before than 280,000 unemployed. With their dependents this probably 
on the represents over 1 million men, women, and children. 
ea The unemployment-insurance benefits in the State, with a maximum 
efit rate of $30 and an average last month of $23.04, are completely inadequate 
is stat to protect these men, women, and children against extreme privation 
vhen the or to prevent a breakdown in their morale.” They are also inadequate 
oe to prevent the dispersion of necessary reserves of skilled workers, 
— that is, workers that will eventually be necessary because facilities are 

$30 “has being expanded in the State. 
fact that Therefore, Mr. Chairman, the New Yor’ State CIO supports 
eve S26 S. 2504, and urges its prompt enactment. 
ae Thank you. ; 

The Cuarrman. Thank you, sir. 
f States How does your unemployment in New York compare with your 
ae unemployment at the outbreak of the Korean conflict? 

Mr. Raskin. It is 
acious The CHarrMan. Is it up? 
egarding Mr. Raskin. It is up over June of 1950. 
ment by The CHarrMan. That is what 1 mean; June 1950. 

Mr. Raskin. It is up approximately 15 percent. 

The CuarrmMan. Up 15 percent? 
which is Mr. Raskin. Yes. 
a The CuarrMan. Thank you, sir. 
8 (The prepared statement of Mr. Raskin is as follows:) 
ee STATEMENT ON BEHALF OF THE New Yorx State CIO Councit, By BERNARD 
ie States Raskin, Director oF RESEARCH 
04. Wi 


ee The New York State CIO Council supports 8. 2504 and urges its prompt 
1d-Dand, 


nactment. 

This organization has, from the beginning of the national emergency, urged 
prompt and effective mobilization of our country’s military, economic, and 
moral strength to meet the threat of Communist aggression. cs 

From the beginning we have also maintained that mobilization policies if they 
are to succeed, must be formulated on the basis of equality of sacrifice. 

The process of converting a large share of our resources from civilian to defense 
purposes has created large islands of unemployed workers and idle machinery. 


benefits 
rovisions 
e to set 
motiv 
ases asa 


benefits 
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ther 
Workers thrown out of their jobs as a result, with only the unemployment min 
insurance benefits presently available to help them and their families throug! 
the period of unemployment, without question are forced to bear a disproportio: 
ate share of the burden of sacrifice. 

There are more than 280,000 unemployed workers in New York State at th 
time. By far the greatest proportion of these workers can attribute their u 
employment either to (1) shortages of materials and defense program restrictio1 
or (2) to sharply reduced consumer purchasing caused by the upward spiral of 
prices which in turn stems directly from defense mobilization. 

The average weekly unemployment-insurance benefit in the State duri 
January 1952 was $23.04. 

Our coneern, in supporting this legislation, is for workers and their families an: 
for the national interest. We support S. 2504 because 

I. It is necessary to protect the physical health and wel 
workers and their families. 

II. It will help in the effort to maintain adequate reserves of skilled worker 


areas where production is temporarily suspended due to change-over to defer 


I 


l-being of unemplove 


prod ition 


Iii. It is necessary for maintaining the morale of workers in this period of gra 
national emergency 


[. The unemplovment-insurance-benefit scale in New York State, 


$15 to $80 weekly is clearly inadequate to provide workers with real 
aga 


inst privation during periods of unemployment. 

‘he program is supposed to provide benefits equal to one-half normal wages 
The maximum benefit in New York today does not equal one-half of averag 
wages in manufacturing industry. The average benefit last month barely equal 
one-third the average wage of $67.04 

The inadequacy of these benefits is even more glaring when contrasted wit 
living costs in our cities today. 

There can be no question but that our unemployment-insurance-benefits do not 
prov ide unemploved workers with the protection they need and should have. 

Il. Facilities for defense production in New York State are still expandi: 
New plants are being built Many plants have laid off workers temporarily while 
converting to defense production. Others are operating well under capacity du 
to shortages of materials, supplies, and equipment. The maximum capacity 
lants will eventually be essential to the defense program. But unemploye 

lwavs wait for that time Lacking the protection of adequat 


} 


rance, they must in many cases seek employment in othe 


emplovment-insurance benefits, such as are 
lecidedly improve the chances of maintaini 
bor in important producing 


needs tools, guns, and food, our defense program nee 


people 


ith idleness in the m‘dst of mobilization and want in the 


tructive and tragic effects of this irony on the morale of unemp! 
workers should require no documentation. 

The breakdoy of morale is aggravated by the scrupulous concern which ha 
been shown for business and industry in order, not only to relieve them of burde1 
but to assure them of gain as a result of the national mobilization. 

Provision has been made for corporations tO pass on the cost of new plant 
and equipment to the public through rapid amortization. Taxes can be carr! 
forward or backward as best suits their balance sheet. Price regulations per! 
them to pass on to the consumer any increase in their costs regardless of profit 

However, our case for necessary increased consideration for American worker 
is not based on the excessive consideration which has been given to a large part 
of American business and industry. 

On all counts: As protection against privation, as a deterrent to the dispersa 
of necessary reserves of skilled labor, and as protection against doubt and dis 
illusionment among workers, the unemployment insurance program in N¢ 
York State, as elsewhere, is inadequate. 

Its deficiencies are clearly injurious to the national interest in this period 
national emergency. 

The supplementary benefits provided under the terms of S. 2504 will serve t 
alleviate the effects of these deficiencies. The New York State ClO Coun 
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therefore, urges this committee to report favorably 


on Ul legislation with 
minimum delay. 


Mrs. Exuickson. Mr. Chairman, I have these two additional state- 
ments to file on behalf of two of our international unions that have 
been hard hit by unemployment. One of them centers in New 
England. One statement is for the Playthings, Jewelry, and Novelty 
Workers International Union, CIO, and I will file the 
behalf of that organization. 

* The CyatrMan. You may file it. But how h: 


I 


Stultement on 


1 p » 4 2 1 ‘ 1 
the aetense:! | thougl ib that the defense prog! 


the pre ision worke ‘Ts, and Lor kx the m out of the 

\irs. KL LICKSON, As this statement explain 2 

hit because of the fact that their material 
defense purposes. 

‘he CHarkMAN. They have lost som: 

Mrs. Evnuickson. Yes. And a ver 
vorkers are in small plants, as the table 

The aN I know how the small plant 
in the case of a plant making metal window fram 
when they cut off the aluminum some of thos 
my State had to go out of business. 

Mrs. Evuickson. And apparently in this 
were an all-out defense program, as it was 
plants would be fully occupied at present beca 
have been converted to war work 

The Cuatrman. Yes, I understand. 

Mrs. BLL KSON. But this industry 
is partly defense and partly not. 

The CuatrMan. Yes; I understand that. But I did not think that 
the defense program itself was taking too many of the precision 
machine workers out of the jewelry, watch, and other related 
businesses. 

Thank you very much. You may put that statement in the record. 

The statement referred to is as follows:) 


TATEMENT IN BEHALF OF PLAYTHINGS, JEWELRY 
INTERNATIONAL Union, CIO, By Autex B 


Mr. Chairman and members of the commit 

mbers of workers in the jewelry, tov, and nov 
this opportunity to support this measure which we 
compensation benefits under State laws with Federal { 
workers are unemploved during the national emerg 
has been too long forthcoming. It commends itsel 
large groups of workers throughout the country an¢ 
workers in our industries, at the present time. 

Our members work in consumer goods 

netion marginally in comparatively small factories 
‘arce materials, consumer resistance to the product, 
rapid or meaningfully sealed transition to the present re 
ment for large equipment, or to its immediately anticipat 
war work. 

The result of this unhappy conjunction of economic 
serious nee ation on our industries that it is impossible t 
solution. nder such circumstances, attention and actior 
the ee of immediate alleviation of growing hardship 
needed avenue for such action is the allocation of supplement 
for unemploved workers. 
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In this connection, I should like to invite the attention of the committee 
some of the appalling effects of recent governmental planning, no matter hx 
essential, upon workers in the low- and medium-priced costume jewelry indust1 
Here the problems have been most quickly telescoped and have taken their mx 
intense form. However, they are only different in their time of occurrence a: 
not in their essential character from the problems it would not be unreasonal 
to expect in the toy and novelty industries in the coming period. 


I. THE NATURE OF THE JEWELRY INDUSTRY 


The low- and medium-priced jewelry industry—costume jewelry, men’s jewe! 
emblematic jewelry, religious jewelry, watch accessories, industrial jewelry 
processes base metals into popular-priced utility items. It uses brass as 
principal raw material and often combines tin, nickel, lead, and zine with g 
and silver. The present scarcity of its basic raw materials for civilian producti: 
need hardly be overstressed. The industry is basically retrograded in its metho: 
Recent attempts have been made toward a mass-production technology. Ho 
ever, the constantly changing “‘high-fashion”’ nature of the product and the ver 
small average size of plant facility compels a large proportion of hand to machi 
labor. 


Il, SOME ALARMING UNEMPLOYMENT DATA FOR THE INDUSTRY 


The industry centers around the Providence, R. I., and the Attleboro, Ma 
area. The 20-mile radius around Providence, R. I., is known as the jewelry cer 
of the world. The entire industry in all localities has some 48,000 employees a 
38,000 of these work in the Providence-Attleboro areas. It has been estimat: 
that some 90 percent of the population of Attleboro and North Attleboro : 
dependent upon jewelry for their livelihood. The jewelry industry is the secor 
largest employer in Rhode Island. More than 25 percent of the population 
Providence, R. I., is dependent upon the jewelry industry and this figure is co! 
servative if indirect dependence is considered. 

The entire Providence area normally employs about 150,000 in manufacturir 
textiles accounting for some 50,000 and jewelry for some 40,000. The total la! 
force in the area, including manufacturing and nonmanufacturing labor, appro 
mates 350,000. Of these 350,000 some 150,000 are classifiable as primary workers 
employed in manufacturing and the remaining 200,000 as secondary workers 
dependent upon the primary manufacturing workers pay. 

The very serious problems of lay-offs, unemployment, and lack of business in th 
textile industries—the first largest employer in the New England areas—fill th 
daily headlines and need not be further belabored before this committee. Th: 
constant movement of textile manufacturers away from comparatively retr 
graded New England factories to more modern plants and lower southern wag 
scales against a background of a precipitous decline in business of those n 
moving, has left large groups of unemployed in its wake. The entire area is rightly 
called a distress area. 

Cut-backs in scarce materials and the general decline in business in the jewelr) 
industry intensified lay-offs and unemployment. The United States Employment 
Service report for October 1, 1950, showed that lay-offs since the spring of that 
year were in excess of 5,000 people and they have continued to date. La 
Thursday, February 14, 1952, for instance, the Taunton Daily carried the followin; 
article: 


“IDLE PAY CLAIMS UP 940 FROM 1951 1,495 AREA JOBLESS ON SECURITY ROLI 


“A total of 1,495 unemployment claims on file at the Taunton employment 
office for the week ending January 26, represents an increase of 940 claims over! 
the corresponding week in 1951, it was disclosed today by the division of emplo\ 
ment security. 

“Unemployment payments throughout the State for the first 4 weeks in Januar 
totaled $5,247,543, compared to last vear’s total of $3,951,775 for the same period 
an increase of 33 percent, it was announced. 

“Increases in unemployment claims were recorded as Attleboro, 613; Fall River 
4,594: New Bedford, 2,340; and Brockton, 455.” 

In November total unemployment in the Providence area was estimated at 
33,600 and of these 25,700 were claiming employment security benefits. It is 
significant that this figure is more than double the figure of 15,800 for Februar) 
of last year. 
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Ill. THE SPECIFIC IMPACT OF ALL THESE FACTORS ON EMPLOYMENT 


The industry is not dispersed. If it were, the unemployment figures might be 
slightly less alarming. However, workers in these areas are without mobility for 
there are no jobs elsewhere in the community. 

A recent United States Employment Service report is pointed in this regard: 

‘The existing supply of labor, resulting as it has mostly from curtailments in 
the light industries, would be well adapted to, and adequate for filling the possible 
future labor demands of these same industries. But the metal trades, particularly 
n any of their classifications calling for skilled males or those with special physical 
jualific ations, such as for heavy labor, would undoubtedly have much difficulty 
n filling their worker needs out of this unemployed pool. This pool has been quite 
thoroughly drained of such workers. ‘The much larger portion of the unemployed 
that still remains would do very well within their own industries or occupations, 
and as such they would represent an ample labor supply for such purposes, but 
for such purposes only.’’ 

The Honorable Dennis J. Roberts, Governor of Rhode Island, in a letter to Mr. 
Manly Fleischmann, administrator of the National Production Ay ithority, dated 
November 30, 1951, addressed himself to the urgencies of the tuation, a it 
vackground of materials shortag: 

‘I regret that circumstances prevent me from ‘ 
present situa ion confronting the State of Rhode Island. hile the soluti 
the present unempleyment situation is not presently in sight, the far-reac! 

ffeet of our unemployment situation is all the more alarming in an economy whicl 

1as experienced less than average expansion in the past few years. 

‘The prospect of an additional 10,000 jewelry workers being thrown on unem- 
ployment rolls, which have already swollen to 33,000, would present a truly critical 
situation. The inability of other hebantiien 4 to absorb snaneiiened workers will 
cause a decrease in income to individuals of over $450,000 per week, based on 
present average weekly earnings in the jewelry industry. Our unemployment 
compensation program could not be expected to make up more than approximately 
half of this total lost. It is not necessary to impress upon vou the seriousness of @ 
wage loss of such proportions, exce pt to indicate that Rhode Island’s present 
economy is not prepared to resist this type of injury. 

“If 10,000 jewelry workers are forced to aceept e xten led periods of unempl: 
ment, the une mployment insurance benefits up to $344 million would be re aes vd 
and this would seriously impair our employment secur ity reserves, which are now 
down to $24 million. 

“Tt is also necessary to point out that many of these unemployed jewelry 
workers will, if material shortages persist, as now appears inevitable, eventually 
find it is necessary to turn to the general public-assistance rolls. Obviously, this 
would place a serious additional burden on the revenues of the State and local 
governments. The inevitable effect of such a move on the abilities of the industry 
to support their Government by taxes would further aggravate the situation. 

“While the slack caused by decreased material allocations might be taken up 
by the receipt of defense contracts, it has been demonstrated over the past 2 vears 
that the jewelry industry, with its present facilities, does not readily adapt itself 
to this phase of the defense program. There is little doubt that the jewelry in- 
dustry is essential to the economy of the State of Rhode Island. As Governor of 
the State of Rhode Island, I cannot impress upon you too strongly the importance 
of providing continued employment to the workers of the jewelry industry.” 


IV. WHILE LESS INTENSE, THE PROBLEM IS SIMILAR IN OTHER AREAS 


The bulk of the relatively few jewelry industry workers, not in the Providence- 
Attleboro areas, are concentrated in New York. While the mobility of unem- 
ploved jewelry workers in the New York area is greater than in the New England 
reas because of the greater possibility of absorption in other industries, the em- 
ployment. outlook in the industry itself is very poor for the same ee To 
aid ourseives and this committee, our representatives contacted more than half 
of some 60 medium-priced jewelry firms to explore the reasons for recent lay-offs. 
Pertinent exerpts from this first-hand report point up the seriousness of the situa- 
tion: 

“A majority of more than 60 shops have been contacted regarded the unem- 
ployment problem faced by them. The great majority of emplovers blame bus- 
iness conditions—lack of orders—as necessitating lay-offs. A few blame both 
business conditions and shortage of materials. A small number blame the situa- 
tion solely on the shortage of materials. 
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‘he following are illustrative of practically every one of our watch cas 
bracelet, and jewelry shops: 

“Lelaune Menufecturine Co., Ine., menufeeturers of costume jewelry, in answi 

to our question regarding the unemployment situation, stated that they normally 
emploved 50 workers, but due to shortages of materials were forced to lay off 
about 20 of its workers. ; 
» “An even more serious situation exists in Murray Simon Co., manufacturer 
of costume jewelry. The company normally employs about 100 employees, but 
within the past 10 days has been forced to lay off approximately 85 workers 
This company attributes the lay-offs to lack of orders and to shortages of material 

“One of our biggest watch case and novelty jewelry shops, D. Ornstein & 
Sons, normally employs about 175 workers but within the past week was forced 
to lay off about 85 workers. 

“Swiss Watch Dial Co., Inc., normally employs about 200 and is now working 
with approximately 75 employees. This company manufactures watch bracelets 
and watch dial 

“The above illustrations can go for the great majority of our jf welry shops 
the chief problem seems to be shortage of materials and lack of orders and the 


outlook “etty dark.’ 
DEFENSE PRODUCTION OFFERS NO SOLUTION 


The following circumstances intensify the problems of earning a living for 
jewelry workers in the jewelry center areas already extremely high in unemploy- 
ment. No ready solution is in sight nor have any salutary immediate or long- 
term programs for alleviating the seriousness of the situation been advanced 
Conversion to defense production which suggests itself as a possibility in other 
industries and offers a solution in many is without significant help to the jewelry 
industry. This unhappy result is not accidental but is basically anchored in th: 
economics of the industry at present: 

1) The defense program for World War II, starting in 1941, was a full seal 
all out effort. It was able to use practically all of the country’s productio) 
facilities. Our present defense program intends to use only a relatively small 
percentage of the Nation’s productive capacities at this time or in the immediately 
foreseeable fy ture 

(2) The procurement arms of the Government are now confining their interests 
to large seale heavy equipment production of the character of ships, tanks, and 
guns or major equipment component parts. From a bread production point of 
view, such a program necessarily confines the jewelry industry to such subcon- 
tracting work of a secondary nature as may trickle down to it. 

(3) Even though the subcontract work would be on minor components of pro- 
duction, large scale conversion of plants, equipment, and machinery would be 
essential before the jewelry industry could put itself in a position to accept sucl 
work even were it offered in significant volume. 

(4) Prime contracts are, for the most part, unlikely at the present time or in 
the future because of the serious limitations of the production facilities of the 
industry. For instance, 50 percent of the firms in the industry have less than 25 
employees. The latest Census of Manufacturers Report (1947) estimates that 
there were some 1,039 jewelry manufacturers in the greater Providence area whic! 
then employed some 40,559 workers. Employment in the area was centered it 
small factories with less than 100 workers as shown in the following breakdown: 


1 to 100 100 to 500 ‘DOO to 1,000 Over 1,006 
employees employees employees employee 


Number of establishments 96S 
Num ber of employees 18, 851 


While the total of employees has increased since 1947 the same pattern of dis- 
persal among many small marginal plants prevails today. 

(5) The reduction by allocations of necessary base metals for the industry and 
the inability to secure defense contracts is a most vicious circle. The accumulation 
of enough capital, industrywise, to make any rapid or extensive conversion of 
plant facilities is made impossible. During World War II, 70 percent of th 
production facilities of the jewelry industry were converted to war work. Yet, 
less than 5 percent of the jewelry industry’s production facilities is now being 
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tch case 
used for war work. Even this 5 percent is concentrated in those few plants of 
In answe sufficient size and with sufficient reserves of capital to manage the required scale 
normally ' conversion of facilities. This is not unlike World War II when approximately 
oO lay oft 40 percent of the war work performed in the industry was done by 7 or 8 firms 
which were able to employ over 500 workers. 
facture! Task forces have been sent into the industry by the NPA to initiate corrective 
yees, but measures. However, the economics of the situation suggests persuasively that 
workers relief is not to be expected, for the present or the near future, through conversion 
naterial to defense production. 
‘nstein : These are realistic predictions of the industry’s limited expectations and poten- 
as forced tial from a defense point of view based on present governmental mobilization 
plans. However, the objective circumstances may well change as it may become 
working necessary to implement our foreign policy by further all-« mobilization 
bracelets Should these objective circumstances change at a rapid npo, or should tl 
tendeney for all-out mobilization become intensified. sight 
shops the fact that during World War II the jewelry industry 
and the 70 percent of its production facilities to defense work na 
able to estimate that of this 70 percent defense work, percent ’ a sub- 
contract type and 10 percent of a prime contract nature These a ns are 
significant in showing that the specialized techniques of thi illed workers in 
. the jewelry industry were and are adaptable to defense prod ion on the sub- 
Ving for contract level. This, conjoined with the special nature of the plant facilities, 
employ- strongly suggests the desirability of maintaining as intact as } this working 
or long- force. The present bill, 8S. 2504, proposes to extend the perio f duration for 
Ivanced payment of compensation which under the present mobilization emergency are 
in other woefully short in many States. 
jew Iry Additional Federal funds and the extended period of 


‘da in the some measure the maintenance of these skills as a 


pt 
— can be drawn upon during the mobilization emergence. 
full seal 
oductior 
lv small 

7 


rediately The Congress has enacted legislation helpful to vario 


VI. CONCLUSION 


during this period of dislocation due to rapid convers 
interests From a general over-all viewpoint, administrative agencies ha 
nks, and help small business. The tax laws have been amended to encoura 
point of of new plants and the acquisition of equipment. The Defense Produce 
subcon- helped manufacturers, wholesalers, and retailers with their } 

is & measure which, as I have said before, commends itself 
s of pro- needs of the workers in all industries left essentially unprot 
rould be tions visited on the economy by the conversion program and is of 
ept sucl the workers in our industries. 

For the foregoing reasons, - earnestly urge thi 

me or in on 8, 2504. 
s of the . 2 . -, +} = ~ , 
than 25 Mrs. Exuicxson. I also have a statement submitted by the United 
tes that Furniture Workers of America, an industry that has been hit both by 
‘a whic! | the shortage of materials and also by the fact that inflation and other 
Seles : economic dislocations have interfered with the normal operation of the 
AKAGOW?D: ° 

industry. 

The CHarRMAN. Very well 

ver 1,004 rin »° ‘ . 
ploye (The statement referred to is as follows: 


State ment ¢ f United FF d ure Wo er 


Directly and indirectly, furniture and bedding 
adversely by the defense program and by economic 
. of dis- present national emergency. 
At the outset, it should be emphasized that the UFWA-CIO ar 
try and wholeheartedly support the Nation’s defense effort in this pe 
ulation But the UFWA-CILO believes in the principle of equality of I 
rsion of all hardships foreed on the Nation by the defense effort shi 1 be borne equally 
of the by evervone. Sacrifice should not be demanded of workers an kers alone. 
Yet What has happened in furniture and bedding clearly shows that while workers 
y being have been hard hit, manufacturers have enjoved record-breaking profits. Profits 
before taxes of furniture and bedding manufacturers in 1951 hit an all-time peak 
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and were 230 percent higher than in 1949. By contrast, some 45,000 productio: 
workers have lost their jobs in the past 9 months and other tens of thousands ar 
working part time. 

Some of this unemployment can be traced directly to Government materia 
curtailments. Reductions in metal supplies caused production cut-backs a 
unemployment in the spring, baby carriage, piano, and upholstery branches 
our industry. Indirectly, the television cabinet branch of the industry all b 
closed down as the result of the sharp reduction in television production. Wo: 
furniture suffered as the result of the dislocations caused by the inflation generat: 
by the defense program, an inflation which is not being held in check by t 
inadequate legislation enacted by Congress. 

The net result of these developments is that some 15 percent of all furnitw: 
and bedding workers are unemployed and that other tens of thousands are o1 
working part-time. Moreover, the latest Government restrictions on new hor 
building will cause an additional 25,000 workers in our industry to lose their jo! 

Unemployment has become a major problem in leading furniture centers |i 
Illinois, New York, Indiana, Michigan, and California. This problem w 
become aggravated until the defense effort is over the hump and until steps a 
taken by the Government to eliminate the unnecessary dislocations that ha 
arisen out of poor planning and management of the defense program. Nationa 
action by the Federal Government is needed now to help the hundreds of thou 
sands of workers in our industry and other industries who are unemployed. 

These American workers have not become unemployed because they are no 
willing and eager to hold down jobs. They are the victims of planlessness in th 
defense effort and the failure of Government officials to utilize their industria 
skills in behalf of the Nation. . 

These unemployed workers are important human capital. This human capita 
should not be wasted and these workers should not be made to bear the brunt 
of the sacrifices called for by the defense program. Until the bugs in the defens 
program are eliminated, these unemployed workers should be given assistance s 
that their homes are not endangered and their morale is not harmed. 

We in the UFWA-CIO, along with the entire CIO, therefore, call on Congr 
to enact 8. 2504, the bill to supplement State unemployment compensation ben: 
fits during the period of the national emergency. In our opinion, this is mi 
legislation not only for our own unemployed members throughout the United 
States, but for all the hundreds of thousands of workers who have lost their job 
as the direct or indirect result of economic disclocations arising from the nationa 
emergency. 

While the job has to be done of eliminating the causes of this unemployment 
which is largely unnecessary, the unemployment must not become the forgotte: 
men and women of the defense effort. A strong America needs strength at hom 
as a first essential. The members of your committee can assure strength at hom: 
by reporting out S. 2504 and pressing for its early enactment. 

Mrs. Exxicxson. I believe Mr. Reuther has a few words to say i 
conclusion on behalf of the CIO. 

Mr. Revutruer. Mr. Chairman, I just wanted to thank you firs‘ 
for the promptness with which you called these hearings, and fo: 
your personal willingness to sit through this long session here at 
time when most of your colleagues are out doing other things. W 
appreciate it most sincerely. 

The CHairMan. I am very glad to do it, Mr. Reuther. 

Mr. Revutuer Thank you. 

The CHatrMan. I have been very much interested in the who! 
social-security program. We have not done as much as you though! 
we ought to do, but we have done something. 

Mr. Revuruer. We are going to keep after you. We are makin 
a little progress each year. 

The Charman. Yes, sir. 

Mr. Reutuer. Thank you ever so much. 

The CHarrMan. Thank you very much. Thank you for you 
appearance. 
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Mr. Reporter, there are certain documents consisting of letters 
and statements that | wish to insert in the record at the end of todav’s 
proceedings. One is a statement by Mr. Frank S. Shy of the Associa- 
tion Industries of Rhode Island, Providence, R. 1.: then there is a 
statement of the Honorable Clark H. MeNeal, a representative from 
the lowa State House of Representatives; one from Mr. A. L. Wilder- 
muth, Advance Aluminum Castings Corp., Chicago; one from Mr 
e. i. Griffith of the Griffith Laboratories. Ine.. Chicago: and one 
from Mr. Harlan Remsberg, El Dorado Chamber of Commerce. E] 
Dorado, Kans. All of these statements are in opposition to the bill, 
and they will be entered at the end of today’s hearings 

(The letters referred to follow:) 


AssociaTED INbt IES Ruopi 
R.] 
Senator WALTER F. GEORGE, 
Chairman, Senate Committee on iy nce, 
Senate Office Building, Washington, D. C. 


Dt AR SIR: Associated Ind stries of Rhode Island Wi 
record as being opposed to the so-called \loodv- Dingell 
6174) which would provide for additional unemployment compe ni 
from Federal funds. This bill is another attempt on the part of t! » who favor 
federalization of unemployment compensation to gain a toehol 1 and of 
itself, of course, the bill does not federalize the unemployme: ‘ompensation 
system, but it provides for a small dose of federalization whicl 1] 
lead to complete federalization. 

The provisions of the bill would become operative in a State 
certified that ‘‘within one or more labor market areas of his State 


stantial unemployment ' ’ With no prospect ol 


ment oe provided the Secretary of Labor agreed wi 
certification. Once, however, that the governor and the Secretar) i 

certified, the provisions of the bill would become operative not only in the areas 
affected but in the entire State and it would apply not only to thos » the bill 
states should be helped, namely, those who have been thrown out of employment 
due to conversion of industry to defense purposes, but to all u iemploved even 
though they had no connection with defense industries. In those States where 
the bill became operative, the Federal Government would then pay to every un- 
employment compensation claimant in the State an amount equal to 50 percent of 
the benefit which he was drawing from the State fund. In addition there are 
certain dependents’ allowances which would be paid in the case of persons having 
dependents. 

Unemployment compensation benefits should never be set too close to wages, as 
there must be a sufficient differential maintained in order to furnish some incentive 
for the unemployed to seek and accept work. It is not sufficient that the benefits 
are less than actual wages because it must be remembered that benefits are tax- 
free, and accordingly, there are no Federal withholding or social security taxes to , 
be taken out. Furthermore, an unemployed worker does not incur expenses for 
transportation, ete., which a worker has to incur. $y raising benefits by 50 per- 
cent and by granting dependency allowances, as this bill would do in the States 
where it became operative, the incentive to an unemployed worker to seek and 
accept work would be largely lost. 

The bill has been advanced by some of its sponsors as a bill to relieve the situa- 
tion in Detroit which has been caused by the laving off of workers due to con- 
version of automobile plants to defense production. The sponsors have eited the 
fact that manv thousands of workers in Michigan have exhausted their benefits. 
As the bill does not extend the duration of unemployment compensation payments, 
it would not help those who have exhausted benefits. It would merely increase 
the benefits of those entitled to draw benefits and would pay them amounts which 
would make it profitable in many cases for them not to seek empioyment. 

It is submitted that this bill is not needed. There is no widespread unemploy- 
ment in the United States, although there is, of course, more than average un- 
employment in certain areas, including Rhode Island and probably Michigan. 
It would be a mistake, however, to adopt a bill such as the Moody-Dingell bill 
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which would provide Federal funds not only for those areas but for any State 
the country whose governor might certify that in one area in his State there wa 
abnormal unemployment. ‘The pressure upon the governors would be too grea 
for most of them to resist with the result that unemployment compensation ben 
fits would be increased by 50 percent in practically all parts of the Nation. 

We are confident in Rhode Island that with the adoption of a sound me 
rating law and the tightening up of the benefit provisions, Khode Island can sol\ 
its own unemployment compensation problems without grants from the Federa 
Government. Weare sure that Michigan can do the same under its law and wit 
its large reserves. 

The argument has been made that the cost of benefits for unemployment caus 
by conversion should be borne by the Federal Government as a cost of the defens 
program. Whatever benefits are paid now under the law of a State wher 
industry is being converted to defense activities will be financed by higher unem 
ployment taxes on employers who will soon be primarily engaged in defens 
eproduction work. Such cost will be borne by the Government and thus the cost 
of replenishing the State fund will automatically become a cost of the defens 
production program. 

We believe that the enactment of the Moody-Dingell bill would be an irretrace 
able step toward permanent and complete federalization of the unemploymen 
compensation program. ‘The bill provides for the fivancing of unemployme: 
compensation in part by Federal money, whereas up until now each State ha 
completely financed its own program. As soon as the Federal money becam: 
available on a matching basis in a given State, there would be pressure upon 
the legislature to increase the level of State benefits in order to bring in mor 
Federal matching money. As a practical matter the Federal grants could probabl) 
never be withdrawn from the States. If there was an attempt to withdraw 
Federal funds, there would be pressure to increase the State benefits to the lev: 
of the combined State and Federal benefits. Since some States could not finance 
such high benefits without substantially increasing their taxes, there woulda b 
a strong demand for the Federal Government to continue permanently to pay a 
least part of the cost of unemployment compensation payments. From th 
history of Federal grants-in-aid, it is clear that if the Federal Government should 
permanently share unemployment compensation costs, it would demand a larg: 
voice in the administration of unemployment compensation programs and would 
insist upon minimum standards. The States would then be reduced to acting 
as mere agents for the Federal Government in disbursing the money without 
any real say as to the amount of benefits to be paid, the amount of taxes to bi 
collected or the methods of administration. In substance, if not in name, wi 
would have ecmplete federalization. 

For the foregoing reasons Associated Industries of Rhode Island strongly urg 
that the Senate Committee on Finance disapprove the Moody-Dingell bill. 

AssociaTED INDUSTRIES OF RHODE ISLAND, INc. 
By Frank 8S. Suny, President. 


Strate or lowa House or REPRESENTATIVES, 
Des Moines, February 18, 1952 
Senator WaLTeR F. GEORGE, 
Senate Office Building, Washington, D. C. 

Dear Senator GeorGE: This letter is to urge you to kill Senate bill 2504 
known as the Moody-Dingell State unemployment benefit plan, when your com 
mittee acts upon it. We have gone far enough down the road to socialism wit! 
out adding insult to injury. I would appreciate hearing from you regarding t] 
above. 


Sincerely, 
CuarK H. McNeau 


ApVANCE ALUMINUM CasTINGS Corp. 
Chicago, Ill., February 20, 1952 
Mr. WALTER F. GEORGE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 
Dear Mr. GeorGce: Through newspapers and other sources we have be: 
advised of the hearings now being conducted on the Moody bill (S. 2504 
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After careful consideration, we believe this bill would only increase the aggrava- 
tion which now exists in the employment of help to run our factories. This is 
not an unfounded statement in that I have personally been responsible for the 
employment of personnel of our plant which employs over 500 factory employees. 
In recent years I have been told by propspective employees they would rather 
stay home and receive unemployment compensation rather than work. To add 
to the amount of unemployment compensation will only increase this tendency 
to make employment less desirable than to stay home and receive benefits. 

The statement has been made that these benefits are to tide the employee over a 
slack period, This country has become the great Nation it is because Americans 
who founded it believed in the principle of freedom—freedom in all of its phases, 
except those which would be detrimental to their fellow men. To plan ones 
economy to provide for periods of short income or other adversities has been 
a principle taught for many ages and can be well exemplified by our parents’ 
training us to put away a part of our childhood income (birthday gi‘ts, allowances, 
etc.) in the “piggy banks” to be used in the future. Why is it now necessary to 
guarantee a man the help of a doctor, income during slack periods, and all of the 
other things the Government is attempting to provide if the man does not have the 
fortitude to want to provide for them himself. If these provisions are continued 
and increased as the trend seems to be, it is this writer’s opinion that this great 
country, The United States of America, is doomed to fail in the same manner 
as we have seen other great nations fail which have followed the policies we are 
now attempting to follow. 

It is our sincere hope that you will consider this bill 5. 2504 in all its particulars 
and will do all in your power to prevent its becoming compulsory legislation. 

Respectfully yours, 


ApvVANCE ALUMINUM CastTINGs CorP. 
A. L. WitpermutH, Personnel Manager. 


THE GRIFFITH LABORATORIES, INC., 
Chicago, Ill., February 18, 1952, 
Hon. WaLTerR F. GEorGE, 
Senate Office Building, Washington, D. C. 


Dear Mr. GeorGeE: I am concerned to note that those persons who are inter- 
ested in building up centralized authority in Washington to give away the tax- 
payers’ money are again pushing a program to give Federal control to unemploy- 
ment compensation programs through bills 8. 2504 and H. R. 6174. 

The unemployment-compensation law as now administered in most States is a 
racket. In Illinois the regulations have been tightened up so that it is less of a 
racket than it used to be. 

I know by experience that a good many employees have left their employment 
voluntarily to go on vacations financed by unemployment-com pensation insur- 
ance, 

In general the public has a mistaken idea that the funds from which thev are 
drawing their unemployment compensation are Government funds and that they 
have a perfect right to draw them and that there is no moral deterrent on ‘heir 
part to take the money even though they could have employment if they wanted 
to, but they prefer to take unemployment compensation instead of working, 
particularly since the funds are not subject to income tax. 

Now the idea that caused the passing of the Unemployment Compensation Act 
in the first place was laudable but unfortunately too many people who ar? not 
entitled to draw the funds do draw them which is to the detriment of those who 
are out of work through no fault of their own and who are entitled to them 

[ am positively opposed to any change in the payments which tends to make 
it more profitable for an employee to draw unemployment compensation than to 
work. Also I am advised that the bills are discriminatory in that under identical 
situations an unemployed worker in Michigan could receive as much as $21.50 
from Federal funds in addition to his State benefits, which would total 56.50 
per week.tax-free, and that under the same circumstances in the State of Illinois 
the unemployed worker would receive only $13.50 from the Federal funds 

Secondly, all relief should be centered in the States where each State group can 
see to the proper meeting of the citizens of the State. When relief is depersonal- 
ized by having it centered in Washington it is bound to become a give-away scheme 
because the people who give have no responsibility to the source of money and the 
people who receive feel that the funds are coming from some far-away point and 


95909—52 22 





322 UNEMPLOYMENT COMPENSATION 


do not realize that somebody local has to foot the bill. We positively should have 
less centralization in Washington and more decentralization to the States. The 
trend has been to Washington for too many years and we must stop it. 

The idea that people in Washington can spend the taxpayer’s money better 
than he can personally or that his local representatives can personally is a false 
assumption and should be proved wrong before our economy is destroyed. 

Yours very truly, 


C. L. GRirFitn. 


Ex. Dorapo CHAMBER OF COMMERCE, 
El Dorado, Kans., February 18, 1952. 
Hon. Wa.tTer F. Georce, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR GEORGE: I have just been reading a summary of the legislation 
proposed by the Moody-Dingell bill (S. 2504 and H. R. 6174) and I want to 
register my personal opposition to this proposed legislation. 

I realize that our mobilization program and the scarcity of basic materials for 
our normal production has caused some misplacement of labor, and undoubtedly, 
hardships here and there. However, I am convinced that this remains a State 
problem rather than the shifting of the responsibility to the Federal Government. 

The bill seems to be designed primarily for the benefit of the State of Michigan, 
Undoubtedly, Michigan does have an unusual employment situation at the 
present time because of the necessary curtailment of metal for automobile pro- 
duction. However, this bill if passed would theoretically mean the end of State 
control and operation of unemployment compensation programs. This theory 
and practice is one in which I cannot agree. In my opinion we need to strengthen 
and not weaken the control of and administration of programs. of this sort on a 
State level. 

War and the preparation for war causes hardships on every hand and it is 
unfortunate that this need creates instances of unemployment. However, I am 
firmly convinced that many of these individuals could find sources of employment 
to fill this temporary interruption of their regular employment if they would 
apply a little more individual initiative and less inclination to listen to their 
leaders urging them to make demands upon their Federal Government for tem- 
porary support. 

State unemployment compensation reserves which now have reached an all 
time high should be adequate to take care of those who cannot transfer their 
talents to other sources without transferring the responsibility to the Federal 
level, 

Will vou please make this opposition known to members of your committee 
for consideration of this proposed bill? 

Very truly yours, 
Tue Ext Dorapo CHAMBER OF COMMERCE, 
HARLAN REMSBERG, Manager. 


The CuarrmMan. I would also like for the record to show that 
communications in opposition were received from the following cham- 
bers of commerce, which have been placed in the committee file: 
Ottumwa, lowa; Dumas, Tex.; Buffalo, N. Y.; New London, Conn.; 
Grand Rapids, Mich.; Fullerton, Calif.; Van Nuys, Calif.; Gulfport, 
Miss.; Moline, [ll.; Columbia, S. C.; Newark, N. J.; Poughkeepsie, 
N. Y.; Lake City, Minn.; Alexandria, La.; O’Fallon, Lll.; Chicago 
Association of Commerce and Industry; Lebanon, Ind.; Fargo, 
N. Dak.; Boston, Mass.; Taneytown, Md.; Carroll, lowa; Meridian, 
Mo.; Iola, Kans.; Twin Falls, Idaho; East St. Louis, Ill.; Lansing, 
Mich.; St. Louis, Mo.; Santa Ana, Calif.; Liberal, Kans.; Daytona 
Beach, Fla.; Deadwood, 8S. Dak.; Tyrone, Pa.; Jersey City, N. J.; 
Lancaster, Pa.; Topeka, Kans. 

Other letters and data subsequently supplied for the record will be 
included at this point. 
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UNITED STATES SENATE, 
3 : 
COMMITTEE ON LABOR AND PuBLiIc WELFARE, 


: February 22, 1952. 
Hon. Wa.trser. F. GEorGeE, 


Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: I am very happy to add my views to those previously 
expressed in support of 8. 2504, a bill to provide emergency supplemental un- 
employment compensation for workers temporarily unemployed as a result of our 
defense program. I subscribe heartily to the objectives of this bill of which I 
am @ cosponsor. 

The most effective testimony I can give in support of this measure is based upon 
the experience I have had with and facts presented by representatives of New 
York industries and labor groups. 

We in New York face a situation where, according to available figures, there 
may be 300,000 unemployed in a very short time. The last estimate I have seen 
sets the number of unemployed in New York at 250,000. The number is growing 
daily. A large part of this unemployment is due to the defense effort. It is due 
to the shortage of critical materials and the resulting curtailment of proGuction 
of civilian goods. 

If I may, I should like to refer to two specific industries—construction and 
clothing. The construction industry in New York is in a critical state. I have 
been active in seeking relief for that industry. We are getting some action, which 
I hope will help a little. It cannot completely remedy the situation because there 
just isn’t enough steel, aluminum and copper to meet military requirements and 
civilian requirements too. Werecognize this. We realize that somebody is going 
to be hurt, and we are willing to carry our share of the load. My only feeling is 
that New York should not be called upon to make a disproportionate sacrifice in 
comparison with other areas. 

Unemployment in the construction industry alone is causing a heavy drain on 
the unemployment insurance fund in New York State. That, however, is not the 
real point of my remarks. It is not the drain on the fund that concerns me most 
deeply at this moment, but the severe impact on the standard of living of the men 
who have been thrown out of work. These men and their families who have been 
accustomed to a fair standard of living now suddenly have no work through no 
fault of theirown. Unemployment compensation benefits under present laws are 
inadequate to meet the minimum requirements of living for these men and their 
families. 

I have recently received a report on still another industry which is being hard 
hit—the men’s clothing industry. 

Production in the men’s clothing industry is measured by the volume of cuttings 
in the clothing plants. United States Bureau of Census figures on cuttings of 
men’s suits in the United States reveal that production has declined substantially 
since April 1951. A comparison of production in the latter part of 1951 as com- 
pared to production for a comparable period of 1950 reveals that in October 1951 
the average weekly cuttings for men’s suits in the United States was 50.7 percent 
lower than in the same month in 1950. In November 1951 the cuttings were 36 
percent less than in November 1950 and in December 1951, they were 33 percent 
lower than in December 1950. Cuttings of overcoats and topcoats for the same 
period followed a similar pattern. 

It must be borne in mind that because of the method of production in the men’s 
clothing industry there is a time lag between the time of the cutting and the time 
of the stitching of men’s clothing garments. The overwhelming majority of 
production workers are employed in the stitching department. Therefore current 
figures on unemployment do not reflect the extent of the decline of production 
in the men’s clothing industry. 

It is significant, however, that in November 1951, the latest figure available 
from the New York State Department of Labor, employment in the men’s clothing 
industry in New York was 37,200 as compared to 44,700 for the same period in 
1950. This represents a decline of 16.8 percent in employment. Because of the 
nature of production in the men’s clothing industry as explained above (i. e., the 
lag in time between the cutting and stitching of the garments) unemployment 
figures for the current period when available will undoubtedly be much greater. 

I have dealt at some length on the clothing industry because it is one where the 
results of unemployment have been studied and where the figures I have cited 
have been made available. 
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Unemployment insurance benefits paid by the States while theoretically geare« 
to prevailing wage levels in the States have lagged further and further behind 
actual wages paid. Because of this lag unemployment insurance benefits do no: 
compensate the worker for a substantial part of his loss of earnings due to unem- 
ployment. The inadequacy of benefits is revealed even more clearly in light o! 
the distressed conditions in the men’s clothing industry where prolonged period: 
of unemploymert for many clothing workers are common. 

The average benefit for all workers in New York during the calendar yea: 
1951 was $22.70. Assuming therefore that the unemployed clothing worker in 
New York City, the largest men’s clothing market in the State, received th: 
average benefit during his period of total unemployment, he received less tha: 
37 percent of his average weekly wage. 

It is evident that an unemployed worker cannot support himself and his family) 
on a weekly benefit of $22.70 in light of today’s economic conditions. 

If we were to measure the extent to which unemployment insurance com 
pensates the unemployed clothing worker for his loss of earnings on an annua! 
basis, thereby taking into consideration his waiting period and period of unem- 
ployment after he exhausts his benefit, such worker is probably compensated for 
less than 25 percent of his loss of earnings due to unemployment. 

Since it is evident that little hope can be expected from the States in the way of 
increased benefits and since the distress in the clothing industry is in large measur 
due to the dislocation in the economy caused by conversion to defense production, 
the unemployment insurance benefits paid to unemployed clothing workers by 
the States must be supplemented by the Federal Government. 

Having referred to two specific industries, I would like to say generally that the 
businessman cannot get scarce materials in sufficient quantity to maintain his 
customary volume of productidn. He seeks and, unfortunately in New York, 
seldom finds an opportunity to produce defense items which would authorize 
him to use allocated materials. There are altogether too many businessmen who 
find both of these highways closed. He must then unwillingly drop off employees 
whenever he can no longer carry the burden of their expense. 

The businessman’s outlook is indeed bleak, but the discharged employee finds 
himself hopelessly beset by a pack of economic worries with which he is com- 
pletely unable to cope. His rent and his food bills, his taxes and the demands of 
his family continue to confront him with monotonous regularity. True, the bene- 
fits he receives from the State Unemployment Commission are of some help, but 
in these days of ever-rising costs they are scarcely enough to keep body and soul 
together. 

What then should we do? Should we turn our backs on the worker and let him 
fend for himself to the best of his ability at a time when our economy is expanded 
and prosperous almost beyond belief? Or, should we attempt to provide relief 
for the worker unemployed through no fault of his own, his emplover or the con- 
suming public? If we believe that he should be helped, and I will not admit that 
anyone could feel otherwise,. where should the responsibility for assistance be 
placed? In the opinion of the sponsors of the bill, this responsibility should be 
assumed in part, at least, by the same agency through whose direction the dis- 
location was necessitated—the Federal Government. 

A prominent Member of the Congress has said that to solve this defense dislo- 
cation and unemployment, we should provide jobs for the unemployed. That 
I agree would be the perfect solution, but where is that solution? I can assur 
this committee that I, in conjunction with the other Members of the New York 
congressional delegation, have left no stone unturned in our efforts to provide em- 
ployment in New York. We have held numerous conferences with NPA officials 
in an attempt to get allocations of critical materials for the construction and other 
industries. We have been in almost constant contact with procurement agencies, 
urging that New York businessmen receive a share of defense contracts. We have 
attempted to devise means whereby the agencies administering Korean relief anc 
rehabilitation could utilize surplus stocks of clothing now in warehouses in New 
York, 

I repeat we have done everything we can and we shall continue to do so. But 
in the absence of complete and perfect success, I feel that we must provide stopgap 
aid to prevent real hardship for the unemployed. 38, 2504 is the best approach yet 
devised. I urge that the committee give it real consideration. 

Very sincerely yours, 
Herpert H. Leaman. 
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UNITED STATES SENATE, 
COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS, 
February 21, 1952. 
Hon. WALTER F. GEorGE, 
Senate Finance Committee, 
United States Senate, Washington, D. C. 

DeaR Mr. CHaArRMAN: I regret very much my inability personally to testify 
before vour committee in behalf of 8. 2504, a bill which I am cosponsoring with 
Senator Moody and a number of our other colleagues. I do wish, however, 
wholeheartedly to join in support of Senator Moody’s plea for early favorable 
action by your committee. In my judgment, existing payments to unemployed 
workers under State unemployment insurance laws are inadequate. 

The responsibility of our Federal Government with regard to this problem is 
clear to me since the existing defense emergency has exaggerated the unemploy- 
ment problem. 

You and the other members of the Senate Finance Committee are to be com- 
mended for the promptness with which you have addressed yourself to the growing 
problem of unemployment, and for the speed with which you set hearings. I 
know that in the course of those hearings vou have shown a sympathetic under- 
standing which will gratify the hearts of those who are unemployed today and the 
members of their families. 

I trust that the Senate Finance Committee will consider and report out favorably 
our bill, 8S. 2504 in such form as will substantially meet the purpose for which it 
was introduced. 

Sincerely yours, 
Husert H, Humpurey. 


FEBRUARY 26, 1952, 
To: Senate Finance Committee, the Honorable Walter F. George, chairman, 
From: National Association of Refrigerated Warehouses, Inc., J. P. Johnson, 
president. 
Subject: A brief constructively opposing principles and enactment of Senate bill 
2504. 

The undersigned, Jerry P. Johnson, is president of the National Association of 
Refrigerated Warehouses, with headquarters in the Tower Building, at Washing- 
ton, D.C. This association consists of 443 public refrigerated warehouses with a 
total of approximately 320,000,000 cubic feet of space, distributed throughout the 
entire United States, with an investment exceeding $1 billion. 

We are unequivocally opposed to the principle expressed in 8. 2504, now before 
your committee, and are convinced that under the guise of furthering the defense 
effort, it is in effect a determined move to undermine State unemployment com- 
pensation systems and is the first step toward complete Government control cov- 
ering unemployment aid. It is not, and should not be considered, an emergency 
measure. It can only result in nationalization of the unemployment program. It 
can accomplish nothing except to send us further down the path of the welfare 
state. 

If the Federal Government feels that it has an obligation to workers who may 
be temporarily, displaced from their work on account of the defense program, let the 
Government assist them in finding other employment, not attempt to liberalize 
the unemployment benefits. Such a system has already proved that it results 
in malingering and further unemployment because of the “hand-out philosophy.” 
Such a system destroys initiative and industriousness on the part of the individual. 

It is recalled that the House Ways and Means Committee in reporting out cer- 
tain social legislation (unemployment legislation certainly falls within that cate- 
gory) in 1939, officially stated: 

‘With limited funds available for this type of insurance protection, individual 
savings and other resources must continue to be the chief reliance for security.” 
Is the mind of the Congress changing? 

Likewise, it is recalled that this committee, the Senate Finance Committee, in 
its report on 1950 social legislation stated that it recommended certain changes 
because of its “impelling concern to take immediate effective steps to cut down 
the need for further expansion of public assistance.” 

What is this but an attempt at further expansion? : 

It must be quite obvious that this bill, 5. 2504, and the many identical bills 
introduced in the House of Representatives, are only window dressing in a political 
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election year, designed to liberalize and expand this particular form of public 
assistance, in furtherance of a Federal plan to supplant the present working 
systems, which have previously been determined by State legislatures. The 
principle of this legislation is bad. The individual States should be far better 
qualified to handle problems of this kind, and certainly the cost, as well as the 
humanitarian phases, not to forget the control, should not be undertaken by 
the Federal Government. 

It is respectfully urged that this bill, 8. 2504, and any subsequent alleged 
improvement thereof, be disapproved by your committee. 

Respectfully submitted. 

J. P. JoHnson, 
President, National Association of Refrigerated Warehouses. 


Ene 


THe Dairy INpustrY COMMITTEE, 
Washington 6, D. C., February 21, 1952. 

The bill provides for an increase, at Federal expense, in the unemployment 
compensation benefits payable under State unemployment compensation laws 
The Federal supplementary unemployment compensation payments are made part 
of the cost of defense mobilization. The Federal supplementary payments may 
be made to the unemployed whether or not their unemployment is due directly 
or indirectly to the defense mobilization. 

Four findings are set forth in section 2 of the bill, for adoption by the Congress 
to wit: 

I, That mobilization of the Nation’s productive resources for the defense of th« 
United States and dislocations in the economy during the national emergency 
have caused, directly and indirectly, large numbers of persons in certain areas 
to become unemployed. 

Il. That a large amount of such unemployment is among workers whose skills 
are and will be essential to the defense efforts of the Nation and its security. 

III. That the present benefits provided under State unemployment compensa- 
tion laws are both inadequate and unfair to workers suffering such unemployment 

IV. That alleviation thereof is essential to defense mobilization and must bi 
considered to be part of the cost of the defense program. 

These proposed findings, because of their serious nature and disturbing implica 
tions, should not be made or accepted by Congress without a thorough study of 
the facts. 

Mobilization, according to Webster’s Dictionary, means ‘‘to assemble for us 
and put into movement or circulation.”’ 

If findings I and II were adopted by Congress, such action would be tantamount 
to saving that the Nation’s productive resources had not been efficiently and com 
pletely assembled for use or put into movement or circulation. It is commor 
knowledge that the United States Department of Labor and emplovers engaged 
in defense work in many areas throughout the country are looking for thousands 
of workers, skilled and unskilled. Appeals are made daily in newspapers and 
over the radio for.workers to fill jobs. In these circumstances it seems axiomati 
that, if there is substantial unemployment in any labor market area anywhere i! 
the Nation, it would b infinitely more sensible and in the interest of the Nation’s 
defense to bring together the unemployed individuals and the jobs that are waiting 
for them than to pay such unemploved individuals in certain labor market areas 
more money than is payable under their State unemployment compensation laws 
in order that the said unemployed may remain idle in said areas. The payment 
of additional money to the unemploved “‘whose skills are and will be essential t: 
the defense efforts’? would merely encourage them to remain idle and do nothing 
for the defense effort and nothing constructive for themselves. 

Under the provisions of this bill, in most instanees, the unemployed would b 
receiving almost as much in nontaxable unemployment benefits for doing nothing 
as they received in wages, after taxes, for their work in support of the defense 
effort. State unemploymert benefits plus Federal supplementary unemployment 
benefits, if the emergency lasted long enough, would be the narcotie to lull the 
workers into a sense of security and scuttle the defense effort. The bill would 
tend to retard and to defeat rather than to promote the defense effort. 

The Federal supplementary unemployment benefits provided for in the bill are 
not for unemployment due directly or indirectly to the defense effort. All that 
is necessary for an individual to receive the Federal supplementary benefits equal 
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to 50 percent of the amount payable to the individual under his State unemploy- 
ment compensation law, is for the governor of the State to cert ify and for the 
Seaetary of Labor to find that in “one or more labor market areas of the State 
there exists substantial unemployment. The bill does not disclose what is 
meant by “labor market area” or “substantial unemployment.” If a State law 
provides for unemployment benefits for an unemployed individual’s dependents, 
then the Federal supplementary benefits may go up to 75 percent of the weekly 
wages received by the individual where he has four or more dependents. Ass im- 
ing, however, that in one labor market area of a State there is substantial unem- 
ployment due directly or indirectly to the defense effort and the governor of the 
State certifies and the Secretary of Labor finds such to be the fact, then State 
unemployment compensation benefits plus Federal supplementary payments are 
to be made “‘to all unemployed individuals in the State.” This provision of sect ion 
4 of the bill, we submit, clearly indicates that the Federal supplementary benefits 
are not confined to the unemployed who may be unemployed because of the 
mobilization of the Nation’s productive resources and the dislocations in the 
economy during the national emergency. ; 

The facts as reported in the Social Security bulletins published by the Federal 
Security Agency in January 1951 and January 1952 do not support a substantial 
increase in unemployment. Table No. 18, entitled “Employment Security,” on 
page 28 of the Social Security Bulletin of January 1951 states that as of Novembet 
27, 1950, the average weekly number of beneficiaries in as of the States in the 
system was 650,530, whereas the same table, entitled ‘Employment Security 
on page 27 of the Social Security Bulletin of January 1952 reports that as of 
November 27, 1951, the average weekly number of beneficiaries in all of the States 
in the system was 712,819, or less than a 10 percent increase. 

Finding No. III, that present benefits provi led for under State unemployment 
compensation laws “are both inadequate and unfair’ to workers suffering unem- 
ployment, should not be adopted by the Congress especially since a brief review 
of the Federal-State unemployment compensation system will indicate that the 
State unemployment compensation laws have been stea lily liberalized. As @ 
specific illustration of this liberalization, in the State of Michigan, as of November 
27, 1950, for the year preceding such date, the average weekly payment of benefits 
was $22.84, whereas in the State of Michigan for the year preceding November 
27, 1951, the average weekly payment of benefits was $27.08, or over 18}. percent 
increase in the average week:y benefits in the year (Social Security Bulletins 
January 1951, p. 28; January 1952, p. 27). Furthermore, it has always been 
understood that the States were to be independent in connection with the enact- 
ment and administration of unemployment compensation laws. If the Federal 
Government is to pay out of its Treasury the supplementary benefits and charge 
the cost to defense mobilization, then it is obvious that a Federal standard would 
be forced on the people of a State and they would not, therefore, be making and 
controlling their State unemployment compensation law. There would be inter- 
ference by the Federal Government through the rules and regulations the Secre- 
tary of Labor is authorized to make (see. 9). 

These rules and regulations covering the substantial supplementary benefit 
payments provided for in the bill would, we submit, be the entering we ige for 
the Federal Government to take over State unemployment compensation laws. 
Several times in the past 13 years attempts have been made by one approach or 
another to bring about this result. Each time the attempt has been rejected by 
the Congress. This present attempt, under the cloak of defense effort, should 
likewise be rejected by this honorable committee. lhe proponents of the bill 
may deny any such attempt and cite in support of their position that under the 
bill nothing can happen until and unless the Governor of a State takes the initia- 
tive. One answer to such a denial is that a Governor is a human being too and if 
in one area of his State an unfortunate temporary unemployment situation pre- 
vails, there may be sufficient pressure to have the Governor so certify in order to 
obtain substantial additional benefits for the unemployed. _ If additional benefits 
are to be paid under a State law, let the people of the State decide what the 
amount and duration of the unemployment compensation benefits should be. 

The fourth finding proposed is that where there exists substantial unemploy- 
ment “alleviation thereof is essential to defense mobilization. 

From the earliest days of the Federal Social Security Act to the present time 
two fundamentals have been accepted almost unanimously. wpe 

1. That unemployment compensation laws have two purposes—alle, iation and 
prevention, the “larger purpose” being the prevention of unemployment; and 
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"2. That unemployment is not to be made attractive by having the benefits 
under unemployment compensation laws equal or approach too closely to wage. 
for employment. : 

The best way to alleviate any substantial unemployment situation in an) 
labor market area is to fill the many vacant jobs, in connection with the defens: 
effort, with the unemployed individuals. 

Respectfully submitted. 

Tue Datry INpustryY CoMMITTEE, 
By Timotuy J. MAHONEY, 
Chairman, Subcommittee on Social Security. 


FEDERATION OF BustnEss MeEn’s AssocraTrons, INc., 
Washington, D. C., February 26, 1952. 
CHAIRMAN, FInanceE CoMMITTEE, 
United States Senate, Washington, D. C. 


Dear Str: At the regular monthly meeting of the federation, held in the board 
room of the American Security & Trust Co., the following resolution was adopted 

Resolved by the Federation of Business Men’s Associations, Inc., in its regular 
meeting assembled this 20th day of February 1952, That bills Senate 2504 and House 
6174 be opposed by Congress of the United States and that all good Americans 
urge their Congressmen and Senators to vote against such bills now pending 
before both Houses; that small and large business send resolutions to Congress 
opposing such bills; and 

Resolved further, That copies of this resolution be sent to the appropriate com- 
mittees of both Houses of Congress, the President of the United States, and to such 
other organizations as the president of this federation deems advisable. 

I might comment that the adoption of this resolution was unanimous. 

Yours sincerely, 
KATHRYN M, EvERHART?, 


Wristey Soars AND TOILETRIES, 
February 18, 1952. 
Hon. Water F. Georce, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator: In news which comes to my desk from various services, | 
notice companion bills $8. 2504 and H. R. 6174 designed to increase weekly un- 
employment compensation benefits under the guise of its being a Federal respon- 
sibility because of the defense emergency. 

First of all let me say that it is time that we as a people and our representatives 
in public offices, as a whole, should begin to realize that unemployment insurance 
set up as an insurance program can best be handled by each individual State 
knowing its own problems. Second, unemployment insurance should merely be 
a stopgap to tide a man over until other work is available. This legislation would 
defeat the very purpose of insurance in that the proposed Federal payments on 
top of the present State payments would give an unemployed worker an amount 
which could create considerable abuse. In the State of Illinois in the last few 
years, I believe the unemployment compensation law has been operated for the 
purpose for which it was intended, and unemployed workers have been stimulated 
to find work knowing that they could not receive compensation unless they were 
absolutely entitled to it. 

The cost of such a program, contrary to the modest estimate of the sponsors 
of the bill, would add considerable millions to our already overburdened tax 
situation and possibly even billions of dollars. Who is to say but what the pres- 
sure upon State legislatures may not be such that individual States would increase 
their State benefits in order to get larger shares of Federal benefits under this particular 
legislation. There would be no end to the cycle of upward spiraling costs and 
benefits. Instead of an unemployment insurance program, I believe such legis- 
lation would constitute a welfare program and add to the present long list of wel- 
fare programs until we would become a welfare state such as England with the 
sad results we have noticed in recent vears. 

This type of legislation also would eventually eliminate the State unemploy- 
ment compensation systems and turn them over to Federal handling. It is claimed 
that it is necessary because of the critical defense unemployment. I have noticed 
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articles in the papers recently of unemployment, particularly in the Detroit area, 
as being critical, Yet in looking at the reports from the State of Michigan I find 
that since January 1 claims in the city of Detroit have dropped approximately 
22 percent and for the State of Michigan as a whole, approximately 16% percent. 
This certainly belies the statement that there is critical defense unemployment 
in this State. Further the claim that the Federal Government has the responsi- 
bility to make additional payments is a subterfuge. Each State should determine 
its own benefits and handle its own unemployment compensation system. For 
instance, the Michigan Legislature is now in session and it is up to that body to 
determine its own needs. A State bill being considered by the Michigan Legisla- 
ture if combined with the Federal proposed bill would provide weekly payments 
as high as $84 per week to some of the Michigan claimants. What is the sense to 
such a law enacted? 

Instead of keeping our labor supply mobile, such legislation, if enacted, would 
cause an unemployed worker to stay put just as long as his benefits lasted and not 
seek employment in critical areas where labor was needed. The history of similar 
Federal bills has been that once the bills are enacted, they usually stay on the 
books and constitute a continuing tax burden, as witness the many emergency 
tax measures that were put through during World War II, many of which still 
have not been removed from the books. 

I therefore urge you to use your good office to keep this legislation from being 
passed. 

Sincerely, 
ALLEN B. Wristey Co., 
S. J. Wooprurr, 
Personnel Manager. 


PerRFecTION GEAR Co., 
Harvey, Ill., February 21, 1952. 
Senator WALTER F.. GEORGE, 
United States Senate, Washington, D. C. 

HoNORABLE Srr: I am writing with reference to a bill introduced by Senator 
Moody, of Michigan, 8S. 2504. This bill, if passed, would enable the Governor of 
any State to declare that substantial unemployment exists in their State with no 
prospect of immediate reemployment, in which event the Secretary of Labor 
would be privileged to receive Federal funds with which to increase the unem- 
ployment compensation by 50 percent or more. 

We believe the unemployment compensation law is the most abused law on the 
statute books of our respective States, at the present time, without the additional 
‘moluments this bill would provide. There are thousands of strong healthy men 
and women who connive to beat the benefits of this law. They would rather 
eceive the dole than work for an honest living. When an employee in Illinois 
‘an now receive in excess of $40 per week for 26 consecutive weeks, tax-free, why 
should they try to work for the small additional sum they could earn with tax 
leduction. We find innumerable cases where employees are receiving unemploy- 
ment compensation and working at all kinds of odd jobs which are not reported 
and in that way earn considerably more money than they could in legitimate 
mployment. , 

It is true that there will be situations where unemployment will exist for periods 
of time in one location, but usually there exists a shortage of labor at the same 
time in other locations. In the past, it was perfectly natural for men and women 
to migrate from one State to another when employment petered out in one spot 
and where a demand existed in another. This situation kept every individual 
alert to his own responsibility to produce his own living and employment compen- 
sation was instituted to ease that transition period. 

We contend that this additional bill is totally surplus, unnecessary, and would 
vork a great injury to the principles that have made America great, and to the 
axpayers, who are already carrying too great a burden. 

We furthermore think that each State should shoulder the full responsibility of 
looking after its own welfare. ; 

I have implicit confidence in your good judgment and I am submitting these 
iews for vour consideration from the standpoint of an American citizen who is 
well posted on the subject through first hand exper‘ence, which is the best teacher 

If convenient, I would apprecite an expression from you on this subject. 

Very truly yours, 
F mG Perrection Gear ComPANy, 
D. H. DasKkau, President. 





330 UNEMPLOYMENT COMPENSATION 


STATEMENT OF W. B. O’Brien, Secretary, Tax Commitrer, NATIONAL Coat 
AssociATION, WAsHINGTON, D. C. 


The National Coal Association is the trade association of the bituminous coal- 
mine owners and operators in the 28 coal-producing States of the Nation. Thx 
organization represents approximately 75 percent of the commercial bituminous- 
coal production in the United States. 

The National Coal Association is opposed to the enactment of S. 2504. The 
grounds for that opposition are, briefly stated, as follows: 

(1) Additional unemployment compensation benefits are unnecessary. 

(2) S. 2504 would make unemployment benefits so nearly equal to take-hom« 
pay that in many instances the incentive to work would be destroyed, thereby re- 
moving from the Nation’s labor supply a large number of workers. 

(3) The program envisioned by 8. 2504 would cost the taxpayers of the Nation 
in the neighborhood of $1 billion per year, at a time when the Nation is laboring 
under deficit spending and an economic structure already burdened with taxes so 
high we have reached the point of diminishing returns. 

(4) S. 2504 would inevitably result in federalization of the unemployment-com- 
pensation program—a large step down the road to completely centralized govern- 
ment by bureaucracy. 

(1) Additional unemployment compensation benefits are unnecessary: Thi 
proposed legislation is sailing under false colors. The bill gives the impression 
that its effect is to grant increased payments to workers who have become unem 
ployed because of the mobilization for defense. However, it provides for increase 
benefits for all recipients in a State where the governor certifies and the Secretary 
of Labor finds that there exists substantial unemployment within one or mor 
labor-market areas. In other words, in a short time the increased payments 
would be applicable to all workers. 

The bill states that ‘the present benefits provided under State unemployment 
compensation laws are both inadequate and unfair to workers.’’ The charge of 
inadequacy falls in the face of the fact that present and prospective State unem 
ployment levels are much more favorable, and State unemployment-compensatio: 
benefits are much more liberal, than was the ease in either the conversion or 
reconversion periods of World War II. Benefit levels have more than kept pac 
with increases in the cost of living. 

If present levels are unfair, S. 2504 would do little to correct them. The 
supplementary payments would not be such as would level up benefits of com- 
parable classes of unemployed wage earners over the country, but instead would 
accentuate the differences in maximum benefits payable to comparable high-paid 
wage earners in different States. Because of the percentage of salary limitations, 
no supplemental payments, or only relatively small supplemental payments, 
would be made to medium and low-wage persons under 8S. 2504. 

The sponsors of this bill seem to base their claim for its necessity on the State 
of Michigan. It has already been shown to the committee in the present hearing 
that Michigan has in its unemployment compensation fund at the present tim: 
some $353 million, and instead of being depleted the fund has increased some $15 
million during the past 6 months. 

(2) S. 2504 would make unemployment benefits so nearly equal to take-hom: 
pay that in many instances the incentive to work would be destroyed, thereby 
removing from the nation’s labor supply a large number of workers. 

It is generally accepted that unemployment benefits should not be so high that 
they will destroy the incentive to work. “This is especially true at the present 
time, with the Nation striving for maximum production in order to safeguard its 
existence. 

A $70 per week man with two children and a wife has deducted from his pay 
for income-tax withholding $3.90 per week, and for social-security taxes $1.05 
per week. With carfare and other work incidentals conservatively estimated at 
$3, he nets around $62 per week when working. 

If unemployed, he loses this $62 but receives payments from (1) unemploy- 
ment insurance, and (2) income-tax rebates. For example, if unemployed 12 
weeks during the year his tax rebate would average about $9.60 per week of un 
emplovment (instead of being liable for a tax of $191 for the year, he would be 
liable for a tax of only $29 if employed for 40 weeks instead of 52; the difference 
of $162 must be reduced by the $46.80 which would have been withheld for tax 
purposes, leaving a rebate of $115.20 to be spread over the 12 weeks of unemploy 
ment). In addition, under the pending proposal, his State benefits, in a suffi- 
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ciently liberal State, would be so supplemented as to provide him¥a total of as 
much as $48 per week. Thus with an actual net loss of $62 per week he would 
have $48 per week in benefits and an average of about $9.80 per week in tax re- 
bates during his unemployment, or a total of $57.80. This would leave about 
10 cents an hour, or $4.20 per week, difference between working and not working 
over the 3 months in question. 

An individual without dependents receiving $70 per week in wages has $11.60 
weekly withheld for income taxes, and usually $1.05 for social security which, with 
$3 work expense such as carfare, would leave him a net of $54.35. If he were 
unemployed for 12 weeks, his tax rebate would be about $3.20 per week of unem- 
ployment. His weekly State benefits in States like New York would be $30, 
and his Federal supplement would be $15, thus providing a net of $48.20 per week 
when idle as contrasted with a net of $54.35 when employed. 

A citizen of Alaska with a weekly wage of $95 would have withheld $8.70 per 
week for income tax if he had three dependents. With work expenses and social 
security deducted, he might net $82 or $83 per week. If unemployed 12 weeks 
his tax rebate would average out at about $9.80 per week. His benefit under 
Alaska law would be $48, and his Federal supplement would be $21. Thus his 
total tax rebate, State benefit and Federal supplement would amount to almost 
$79 per week when he is not working as contrasted with perhaps $4 more per week 
if he works full time. 

These few illustrations point out how near this proposal would bring us to the 
never-never land—never want and never work. In theory that land sounds ideal, 
but it is our belief that before we enact proposals such as 8. 2504 we should call 
upon the proponents of the welfare-state principle to explain who, in that happy 
land, will produce the clothes we wear, the food we eat, and the weapons we need 
to defend ourselves. 

(3) The program envisioned by 8. 2504 would cost the taxpayers of the Nation 
in the neighborhood of $1 billion per year, at a time when the Nation is faced 
with deficit spending and an economic structure already burdened with taxes so 
high we have reached the point of diminishing returns. 

In 1950, the total unemployment compensation benefit payments for the whole 
country were $1.4 billion. 8. 2504 would have the Federal Government match 
50 percent of the primary benefits, plus 100 percent of the benefits for dependents. 
In view of the irresistible pressure that will be exerted upon the Governor of every 
State to grab for his State its share of the Great White Father’s bounty, it is 
reasonable to assume that within a very short time the application of the pian 
would be universal. On a 50 percent basis, this would cost the Federal Govern- 
ment $700 million per year. Indirect inflationary costs must be added, since the 
proposal would result in reduced national product through destruction of the 
incentive to work. 

It is true, of course, that in some cases the percentage of salary limitation 
would prevent the Federal Government from giving a full 50 percent of State 
payments. However, this would be more than offset by the ame ndment which 
has been offered, to extend payments by 50 percent timewis 

Further, the amount of payments required by the Federal Government would 
inevitably be increased through a larger number of persons responding to the lack 
f incentive to work, and through failure on the part of State governments to 
resist political pressure to increase the Federal grants through increasing State 
payments. 

(4) S. 2504 would inevitably resuit in federalization of the unemployment 
compensation program—a large step down the road to completely centralized 
government by bureaucracy. 

In the past Congress has many times wisely rejected proposals to federaliz 
the unemployment compensation program. The union sponsors of this legisla- 
tion are committed to complete federalization of the program. While S. 2504 in 
itself provides for no direct Federal control over State legislation, it would cause 
a tremendous increase in the pressure upon State legislatures to increase the levels 
of State benefits, to bring in more Federal matching money At the expiration 
of the Federal matching program, it cannot be expected that the States would be 
able to return to their former benefit scales. Instead, they would be forced to 
increase levels by at least 50 percent to replace the Federal matching money. 
Doing that would necessitate substantially increasing the employer tax rates, 
with a resultant strong demand from employees and many employers for the 
Federal Government to continue permanently to share the cost of unemployment 
compensation payments. Once the Federal financial participation is established 
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on a permanent basis, it follows as the night the day that we will be unable to 
prevent Federal control over such State matters as the amount of benefits to | 
paid, the conditions of payment, the amount of taxes to be collected from en 
ployers, the method of assessment, and the methods of administration. 

We believe Congress should reject S. 2504; there is no need for it; it is dange: 
ous to our national economy, and it will reduce our ability to defend ourselves, 


HARRISBURG STEEL Corp., 
Harrisburg, Pa., February 26, 1952. 
The Honorable Water S. Grorce, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR GEORGE: We are very much alarmed about the possibility o! 
the Defense Unemployment Compensation Act of 1952 (S. 2504 and H. R. 6174 
being enacted into law and urge that you give the following your serious considera 
tion. 

As the proponents of the bill admit, it was introduced to alleviate one single and 
specific condition which temporarily exists in the Detroit area. The proponents 
are contending that the unemployment situation in Detroit was caused by the 
transition to defense production and is so serious that Federal legislation is required 
to provide relief. Apparently their claim is unfounded as the seasonal change-over 
in car models contributed considerably to the unemployment picture in that area 
Furthermore, unemployment benefit claims in Detroit, we understand, are far 
below the peak reached in the winter of 1949-50. 

Therefore, we cannot conceive a necessity for the Congress of the United States 
to consider legislation to alleviate a temporary condition for a select group. Ther 
are many periods of total unemployment in various industries due to seasonal and 
other conditions. However, even under the proposed legislation employees i 
such instances would not enjoy relief due to the fact that their periods of unem- 
ployment may not be caused by production transition under the Defense Produc 
tion Act, although the circumstances may be more distressing than the present 
situation in Detroit. We contend, therefore, that the proposed bill would result 
in discrimination and inequity among the American populace. 

To the best of our knowledge there are no defense-caused employee dislocations 
in the State of Pennsylvania, but there are several regions with chronic unemploy- 
ment that could be used as the basis for requesting Federal funds. In any event, 
the workers involved would be in as much need for relief as the automobile workers. 
In fact, they are in more need of relief because they do not, and have not, enjoyed 
the earning power that the automobile workers consistently enjoyed. 

Although the proposed bill is offered as a temporary measure, it opens the door 
to Federal domination of State operated unemployment compensation programs 
Once that door is opened there is grave doubt that it will ever be closed. The 
proponents of the proposed bill claim that the cost to the Federal Government 
would be small in relation to the total cost of the defense program. They are, 
however, only accounting for the cost of benefits to their own individual group 
to relieve the condition which exist at the present time. We predict that on a 
Nation-wide basis the cost would approximate over a billion dollars in the next 
year. 

We contend that the matter is a problem for the State government and thai 
there is no need whatsoever for the Federal Government to enact additional 
legislation to supplement State benefits. Certainly there is no need to enact 
legislation which would cost the Federal Government and the taxpayers addi 
tional millions of dollars per year and above all we feel it is a grave mistake t: 
further expand Federal control. We sincerely urge, therefore, that you exert 
every possible effort to defeat the proposed bill. 

Yours very truly, 
HARRISBURG STEEL CorP., 
J. T. Stimpson, President. 
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STATEMENT OF Louis C. Rapaut, M. C. 


In connection with the hearings on the House-passed bill, H. R. 4394, to provide 
pension increases for service-connected veterans, I would like to suggest an amend- 
ment which would grant a reasonable statutory rate of compensation, which I am 
sure the committee in its wisdom and discretion can determine, for the perma- 
nently and totally service-connected disabled veterans who are classified as un- 
employables. I feel that these veterans are deserving of sufficient compensation 
to maintain a decent standard of living, and I feel that it is the obligation of the 
Government to pass legislation to enable them to do so. Of the veterans classi- 
fied in this category, I would like to cite one specific case that has been brought 
to my attention, a resident of the Fourteenth District of Michigan. 

Julian Rybicky, 2130 Beniteau, Detroit 14, Mich., entered the United States 
Navy on September 30, 1942, was ordered to active duty on November 21, 1942, 
was honorably discharged on August 9, 1946. While operating a pontoon tug at 
Guam, his left leg was crushed between the tug and the barge, resulting in an in- 
fection and causing a multitude of further complications, including lymphedema, 
psychoneurosis, osteoarthritis, myocardial insufficiency, cicatrix, 


hernia, and 
he was discharged from service on report of medical survey by reason of elephan- 
tiasis. He filed a claim for compensation prior to his discharge from service and 
appealed and reappealed his case a number of times, finally resulting in a total 
urrent and retroactive increased rating of 100 percent for service-connected dis- 
abilities, effective from August 10, 1946, now receiving the maximum compensa- 
tion of $150 per month. ‘This veteran has been considered unemployable by the 
Veterans’ Administration since his discharge from service, but due to his 13 years 
of association with the Chrysler Corp. prior to entering the service, he was given 
a sitting-down job on bench work. He remained on this work for only about 
5 weeks, as he was in constant pain and it was impossible for him to remain on 
the job. He has been unable to work since that time. 

Amputees and paraplegics under the law are entitled to additional compensa- 
tion, extra benefits, and they are physically able in many cases to supplement 
their pension by gainful employment, and they are also able to accept the benefits 
of education and training. I believe that they are deserving of all of these 
benefits, but I also believe that veterans classified as unemployables should re- 
ceive additional benefits to allow them more than a mere existence. Veterans, 
such as Mr. Rybicky, have sick bodies and broken spirits, many with incurable 
diseases and nothing to look forward to. They cannot work to supplement the 
meager compensation meted out by the Government; they cannot receive educa- 
tion and training privileges which are available to other veterans; they cannot 
obtain a loan on a home; and they are not eligible to receive automobiles, although 
many of these unemployables find it difficult to move around. 

It is a curious twist in the law which makes “fish” of one and “‘fowl” of another 
of these veterans. Because we insist on considering the physical injury and 
defect in itself in arriving at the compensation to be paid, we have lost sight of 
the end result and effect on the individual. I feel that this is an arbitrary dis- 
tinction without foundation in logic or fact. Our national laws relating to 
veterans otherwise display an outstanding awareness of the human values in the 

kness and suffering which is the lot of many of those who came to the defense of 

ir country, and I believe that we should adhere firmly to that standard in the 
ase of these unemployable veterans who have 100-percent service-connected 
lisabilities. I urge most forcefully upon this committee that they be granted a 
statutory rate of compensation bearing a reasonable and logical relation to their 
condition so that they can maintain a decent standard of living in the realization 
that their country is grateful for their sacrifices. 


The Cuarrman. The hearing will be adjourned subject to call. 
(Whereupon, at 4:15 p. m., the committee adjourned, subject tw 
the call of the Chair.) 
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